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Presidential Documents 


Title 3—The President 

PROCLAMATION 4156 

Modifying Proclamation 3279, 
Relating to Imports of Petroleum 
and Petroleum Products 

By the President of the United States of America 

A Proclamation 

Pursuant to paragraph (a) of section 6 of Proclamation 3279,' as 
amended, the Director of the Office of Emergency Preparedness main¬ 
tains a constant surveillance of imports of petroleum and its primary 
derivatives and their effect on national security. The Director has found 
that changes in the supply of and demand for petroleum and its deriva¬ 
tives have been occurring rapidly and additional flexibility should be 
provided for the orderly administration of Proclamation 3279, as 
amended, during the remainder of 1972. Therefore, the Director has 
recommended, with the advice of the Oil Policy Committee, that addi¬ 
tional imports of No. 2 fuel oil be permitted and that holders of certain 
allocations under said Proclamation should !>e permitted to import 
petroleum and its derivatives in advance of allocations to l>e made 
for 1973. 

y 

I agree with the alx>ve finding and recommendation of the Director 
and deem it necessary and consistent with the security objectives of 
Proclamation 3279, as amended, to adjust the imports of petroleum and 
petroleum products, and to improve the administration of the program, 
as hereinafter provided. 

NOW, THEREFORE, I, RICHARD NIXON, President of the 
United States of America, acting under and by virtue of the authority 
vested in me by the Constitution and laws of the United States, including 
section 232 of the Trade Expansion Act of 1962, do hereby proclaim 
that, effective as of this date, Proclamation 3279, as amended, is further 
amended as follows: 

*24 F.R. 1781; 3 CFR 1959-1963 Comp., p. 11. 
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THE PRESIDENT 


1. In subparagraph (1) of paragraph (a) of section 2, add the 
following sentence after the third sentence, “In addition to the quantity 
of No. 2 fuel oil provided in the preceding sentence, the Secretary may 
allocate for the period January 1, 1972, through December 31, 1972, 
an additional 5,000 barrels per day of such fuel oil to persons who 
qualify for allocations under the preceding sentence.” 

2. Add the following subparagraph (3) in paragraph (a) of section 2: 

“(3) For the allocation period January 1, 1972, through December 31, 
1972, the Secretary may make allocations in excess of the levels provided 
in subparagraph (1) of this paragraph which excess allocations may 
be imported at any time through December 31, 1973. However, no 
allocation under this subparagraph shall be made to any person to whom 
an allocation was not made prior to September 1, 1972, and any such 
excess allocation shall not exceed 10% of the allocations made to any 
such allocation holder prior to September 1, 1972 for the allocation year 
commencing January 1, 1972. Any such excess allocation shall be de¬ 
ducted from any allocation which may be hereafter made to him for 
the period January 1, 1973, through December 31, 1973.” 

IN WITNESS WHEREOF, I have hereunto set my hand this 
eighteenth day of September, in the year of our Lord nineteen hundred 
seventy-two and of the Independence of the United States of America the 
one hundred ninety-seventh. 



[FR Doc.72-16061 Filed 9-18-72; 11:42 am] 
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Rules and Regulations 


Title 7—AGRICULTURE 

Chapter VIII—Agricultural Stabiliza¬ 
tion and Conservation Service 
(Sugar), Department of Agriculture 

SUBCHAPTER B—SUGAR REQUIREMENTS AND 
QUOTAS 

(Sugar Reg. 811, Amdt. 11) 

PART 811—CONTINENTAL SUGAR 
REQUIREMENTS AND AREA QUOTAS 

Requirements, Quotas, and Quota 
Deficits for 1972 

Basis and purpose and bases and con¬ 
siderations. This amendment is issued 
pursuant to the authority vested in the 
Secretary of Agriculture by the Sugar 
Act of 1948, as amended (61 Stat. 922. 
as amended), hereinafter referred to as 
the “Act.” The purpose of this amend¬ 
ment to Sugar Regulation 811, as 
amended, is to determine and prorate or 
allocate the deficits in quotas estab¬ 
lished pursuant to the Act. 

Section 204(a) of the Sugar Act of 
1948, as amended, provides in part that 
“The Secretary shall, at the time he 
makes his determination of require¬ 
ments of consumers for each calendar 
year and on December 15 preceding each 
calendar year, and as often thereafter 
as the facts are ascertainable by him but 
in any event not less frequently than 
each 60 days after the beginning of 
each calendar year, determine whether, 
* • * any area or country will not mar¬ 
ket the quota for such area or country." 

The Government of Haiti has in¬ 
formed the Department that they will 
be able to supply only 23,000 short tons, 
raw value, of sugar to the United States 
under its quota for the calendar year 
1972. On the basis of this information a 
deficit of 6,812 short tons, raw value, is 
hereby declared for Haiti. Since the 
Haitian deficit represents a portion of 
its share of previous deficit declarations, 
the entire deficit is herein prorated to 
Western Hemisphere countries. 

In amendment 10 of this part, the 
quota for Honduras was inadvertently 
increased to 17,827 short tons, raw value, 
which was 218 tons in excess of the 
quantity which Honduras had previ¬ 
ously notified the Department it would 
be able to fill. Subsequent to the early 
notification, Honduras informed the De¬ 
partment that they would not be able to 
supply in 1972 any sugar in addition to 
its current quota charges of 17,495 short 
tons, raw value. Accordingly, a deficit of 
332 tons is herein determined in the 
current quota for Honduras and this 
quantity is prorated to countries of the 
Central American Common Market. 

On the basis of evidence submitted 
by Bolivia to the Department, it is 
hereby found, pursuant to section 


202(d) (4) of the Act, that the deficit 
determined in the quota for Bolivia in 
amendment 9 of this Part 811 (37 FR. 
12217) was due to crop disaster and pur¬ 
suant to section 204(b) its 1972 quota is 
reduced to 54 short tons, raw value, the 
quantity imported under bond in 1971 
and charged to its 1972 quota. 

It is hereby determined that deficits 
previously declared and those declared 
herein constitute all known deficits on 
which data are currently ascertainable 
by the Department. 

By virtue of the authority vested in the 
Secretary of Agriculture by the Act, Part 
811 of this chapter is hereby amended 
by amending §§811.12 and 811.13 as 
follows: 

1. Section 811.12 is amended by 
amending paragraph (a) to read as 
follows: 

§ 811.12 Prorution and allocation of def¬ 
icits in quota*. 

(a) The total deficits determined in 
quotas established under section 202 of 
the Act in short tons, raw values, are as 
follows: Domestic Beet Sugar Area 
292,000; Puerto Rico 680,000; Bahamas 
23,667: Bolivia 5,659; Haiti 4,243; and 
Uganda 15,252. The deficits for the do¬ 
mestic areas and Western Hemisphere 
countries totaling 1,005,569 tons are re¬ 
allocated by allocating 275.741 tons to the 
Republic of the Philippines (the maxi¬ 
mum quantity which it can supply in 
1972), providing a special allocation of 


21,507, 17,950, and 4,415 tons to Costa 
Rica, Guatemala and Honduras, respec¬ 
tively, and prorating the remainder to 
Western Hemisphere quota countries on 
the basis of quotas, determined under 
section 202 of the Act, except such pro¬ 
rations to the West Indies. Panama. Hon¬ 
duras. Bahamas, and Bolivia are limited 
so that total quotas for each country will 
not exceed 206,788, 43,500, 17,495, 61, and 
54 tons, respectively. The deficit in the 
quota for Uganda of 15,252 tons is re¬ 
allocated by allocating 30.08 percent to 
the Republic of the Philippines and pro¬ 
rating the remainder on the basis of 
quotas determined under section 202 of 
the Act to Eastern Hemisphere quota 
countries, except Ireland. 

• • • • + 

2. Section 811.13 is amended by 
amending paragraph (c) to read as 
follows: 

§ 811.13 Quota* for foreign countries. 

* * • » • 

(c) For the calendar year 1972, the 
prorations to individual foreign countries 
other than the Republic of the Philip¬ 
pines. pursuant to section 202 of the Act, 
are shown in columns (1) and (2) of the 
following table. Deficit proraUons pre¬ 
viously established in this Sugar Reg¬ 
ulation 811 are shown in column (3). New 
deficit prorations established herein are 
shown in column (4). Total quotas and 
prorations are shown in column (5). 


Countries 

Basic quotas 

Temporary 
quotas and 
proraUons 
pursuant to 
Sec. 202(d) ‘ 

Previous 
deficits and 
deficit 
prorations 

New deficit 
prorntions 

Total qutoas 
and 

prorations 


(1) 

(2) 

(3) 

(4) 

(8) 


Short ton*, rate ro hu 


Dominican Republic. 

420.738 

141,713 

162,824 

1,698 

716,873 

Mexico. 

372,000 

125,328 

136,164 

1.413 

033,935 

Brazil. 

302.887 

122,228 

131.811 

1,378 

618,304 

Peru. 

260,674 

87,463 

94.321 

986 

442,444 

West Indies._. 

136.426 

46,614 

26,749 

0 

206,788 

Ecuador. 

63.578 

18.046 

19,461 

204 

91,289 

Argentina. 

60,29! 

16,140 

18,267 

191 

85,689 

Costa Rica..... 

46,361 

15.278 

38,283 

278 

99,200 

Colombia.. 

44,703 

15,067 

16,238 

170 

76,168 

Panama. 

27,940 

9,411 

0,149 

0 

43,600 

Nicaragua. 

42,403 

14,281 

16,402 

260 

72,346 

Venezuela. 

40.430 

13.617 

14,686 

164 

68,887 

Guatemala. 

38,787 

13.064 

32,039 

238 

84,128 

El Salvador. 

28.268 

9,522 

10,268 

173 

48,231 

British Honduras.. 

22,352 

7,529 

8.119 

86 

38,086 

HaiU. 

20,379 

6,864 

2.569 

—6,812 

23,000 

Bahamas. 

17,750 

6,078 

-23,667 

0 

61 

Honduras.. 

7.889 

2,667 

7,281 

-332 

17,495 

Bolivia.. 

4,273 

1,440 

-5,669 

0 

64 

Paraguay..... 

4.273 

1,440 

1.662 

16 

7,281 

Australia...... 

166,008 

41,932 

3,867 

0 

210,797 

Republic of China. 

68,090 

17,468 

1,606 

0 

87,763 

India. 

66,069 

16.790 

1,644 

0 

84,403 

South Africa.. .- 

46.676 

11,861 

1,091 

0 

69,628 

Fiji Islands.. 

36.157 

9,188 

845 

0 

46,190 

Mauritius____ 

24,324 

6.181 

669 

0 

31.074 

Swaziland. 

24,324 

6,181 

609 

0 

31,074 

Thailand... 

15,120 

3,843 

363 

0 

19,316 

Uganda.. 

12,162 

3,090 

-16,252 

0 

0 

Malagasy Republic. 

9.861 

2,606 

230 

0 

12,697 

Ireland.....- 

5.361 

0 

0 

0 

6,361 

Total. 

2,473,242 

792,600 

696,260 

0 

3,962,001 


* Proration of the quotas withheld from Cuba and 8outhem Rhodesia. 
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(Secs. 204 and 403; 61 Stat. 925, as amended, 
and 932; and 7 UJ3.C. 1114 and 1153) 

Effective date. In order to promote 
orderly marketing, it is essential that this 
amendment be effective immediately so 
that all persons selling and purchasing 
sugar for consumption in the continental 
United States can promptly plan and 
market under the changed marketing op¬ 
portunities. Therefore, it is hereby deter¬ 
mined and found that compliance with 
the notice, procedure, and effective date 
requirements of 5 U.S.C. 553 is unneces¬ 
sary, impracticable, and contrary to the 
public interest and this amendment shall 
be effective when filed for public inspec¬ 
tion in the Office of the Federal Register. 

Signed at Washington, D.C., on Sep¬ 
tember 12,1972. 

Kenneth E. Frick, 
Administrator , Agricultural Sta¬ 
bilization and Conservation 
Service. 

IFR Doc.72-15856 Filed 9-14-72:8:53 amj 


Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders; Fruits, Vegetables, Nuts), 
Department of Agriculture 

[Valencia Orange Reg. 408, Amdt. 1] 

PART 908—VALENCIA ORANGES 
GROWN IN ARIZONA AND DESIG¬ 
NATED PART OF CALIFORNIA 

Limitation of Handling 

(a) Findings. (1) Pursuant to the mar¬ 
keting agreement, as amended, and Order 
No. 908, as amended (7 CFR Part 908), 
regulating the handling of Valencia 
oranges grown in Arizona and desig¬ 
nated part of California, effective under 
the applicable provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601-674), and 
upon the basis of the recommendation 
and Information submitted by the 
Valencia Orange Administrative Com¬ 
mittee. established under the said 
amended marketing agreement and order, 
and upon other available information, 
it is hereby found that the limitation of 
handling of such Valencia oranges, as 
hereinafter provided, will tend to ef¬ 
fectuate the declared policy of the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary no¬ 
tice, engage in public rule making pro¬ 
cedure, and postpone the effective date 
of this amendment until 30 days after 
publication thereof in the Federal Reg¬ 
ister (5 U.S.C. 553) because the time in¬ 
tervening between the date when infor¬ 
mation upon which this amendment is 
based became available and the time 
when tills amendment must become 
effective in order to effectuate the 
declared policy of the act is insufficient, 
and this amendment relieves restriction 
on the handling of Valencia oranges 
grown in Arizona and designated part of 
California. 
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(b> Order, as amended. The provisions 
in paragraph (b)(1) (i) and (ii) of 
5 908.708 (Valencia Orange Regulation 
408, 37 F.R. 18071) during the period 
September 8 through September 14,1972, 
are hereby amended to read as follows: 

§ 908.708 Valencia Orange Regulation 
408. 


(b) Order. (1) * * * 

(i) District 1: 404,000 cartons. 

(ii) District 2: 421,000 cartons. 

• • • * • 

(Sec. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: September 13,1972. 

Charles R. Brader, 
Acting Deputy Director , Fruit 
arid Vegetable Division, Agri¬ 
cultural Marketing Service. 

|FR Doc.72-15877 Filed 9-18-72;8:46 am) 


PART 932—OLIVES GROWN IN 
CALIFORNIA 

Expenses and Rate of Assessment 

On August 24, 1972, notice of rule mak¬ 
ing was published in the Federal Reg¬ 
ister (37 F.R. 17057), regarding proposed 
expenses and the related rate of assess¬ 
ment for the fiscal year ending August 31, 
1973, pursuant to the marketing agree¬ 
ment, as amended, and Order No. 932, 
as amended (7 CFR Part 932), reg¬ 
ulating the handling of olives grown in 
California, effective under the applicable 
provisions of the Agricultural Market¬ 
ing Agreement Act of 1937, as amended 
(7 U.S.C. 601-674). After consideration of 
all relevant matter presented, including 
the proposals set forth in such notice 
which were submitted by the Olive Ad¬ 
ministrative Committee (established pur¬ 
suant to said marketing agreement and 
order), it is hereby found and determined 
that: 

§ 932.209 Expense* and rale of assess¬ 
ment. 

(a) Expenses. Expenses that are rea¬ 
sonable and likely to be incurred by the 
Olive Administrative Committee during 
the period September 1, 1972, through 
August 31, 1973, will amount to $267,095. 

(b) Rate of assessment. The rate of 
assessment for said period, payable by 
each first handler in accordance with 
§ 932.39, is fixed at $13 per ton of olives. 

Terms used in the amended marketing 
agreement and order shall, when used 
herein, have the same meaning as is 
given to the respective term in said 
amended marketing agreement and 
order. 

It is hereby further found that good 
cause exists for not postponing the effec¬ 
tive date hereof until 30 days after publi¬ 
cation in the Federal Register (5 U.S.C. 
553) in that (1) the relevant provisions 
of said marketing agreement and this 
part require that the rate of assessment 
fixed for a particular fiscal year shall be 
applicable to all assessable olives from 


the beginning of such year: and (2) such 
year began on September 1, 1972, and the 
rate of assessment herein fixed will auto¬ 
matically apply to all assessable olives 
beginning with such date. 

Dated: September 13, 1972. 

Floyd F. Hedlund, 
Director , Fruit and Vegetable 
Division, Agricultural Market- 
ing Service. 

(FR Doc.72-15878 Filed 9-18-72:8:46 ami 


PART 966— TOMATOES GROWN IN 
FLORIDA 

Expenses and Rate of Assessment 

Notice of rule making regarding the 
proposed expenses and rate of assess¬ 
ment to be effective under Marketing 
Agreement No. 125 and Order No. 966 
both as amended (7 CFR Part 966), was 
published in the August 25, 1972, issue 
of the Federal Register (37 F.R. 17212). 
This program is effective under the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U.S.C. 601 et seq.). 

The notice afforded interested persons 
an opportunity to file written data, views, 
or arguments pertaining thereto not later 
than September 10, 1972. None was filed. 

After consideration of all relevant mat¬ 
ters, including the proposals set forth in 
the aforesaid notice which were recom¬ 
mended by the Florida Tomato Commit¬ 
tee, established pursuant to the said 
marketing agreement and order, it is 
hereby found and determined that: 

§ 966.209 Expenses and rate of assess¬ 
ment* 

(a) The reasonable expenses that are 
likely to be incurred during the fiscal 
period ending July 31, 1973, by the 
Florida Tomato Committee for its main¬ 
tenance and functioning, and for such 
purposes as the Secretary determines to 
be appropriate will amount to $115,000. 

(b) The rate of assessment to be paid 
by each handler in accordance with the 
marketing agreement and this part shall 
be one-half cent ($0,005) per 30-pound 
container of tomatoes, or equivalent 
quantity, handled by him as the first han¬ 
dler thereof during said fiscal period. 

(c) Terms used in this section have 
the same meaning as when used in said 
marketing agreement and this part. 

It is hereby found that good cause ex¬ 
ists for not postponing the effective date 
of this section until 30 days after publica¬ 
tion in the Federal Register (5 U.S.C. 
553) in that: (1) The relevant provisions 
of said marketing agreement and this 
part require that the rate of assessment 
fixed for a particular fiscal period shall 
be applicable to all assessable tomatoes 
from the beginning of such period, and 
(2) the current fiscal period began Au¬ 
gust 1, 1972, and the rate of assessment 
herein will automatically apply to all 
assessable tomatoes beginning with such 
date. 
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(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 

601-674) 

Dated: September 14, 1972. 

Charles R. Brader, 
Acting Deputy Director , Fruit 
and Vegetable Division Agri¬ 
cultural Marketing Service . 

|FR Doc.72-15905 Piled 9-18-72:8:48 amj 


Chapter XVIII—Farmers Home Ad¬ 
ministration, Department of Agri¬ 
culture 

SUBCHAPTER C—LOANS PRIMARILY FOR 
PRODUCTION PURPOSES 
|FHA Instruction 441.2] 

PART 1832—EMERGENCY LOANS 

Subpart A—Emergency Loan Policies 
and Authorizations 

Miscellaneous Amendments 

The requirements of 5 U.S.C. 553 in¬ 
volve a delay in making available the 
assistance provided by this authority. 
Farmers that have had crop production 
losses or damages to their farms by 
natural disasters are seeking emergency 
loan assistance to continue normal op¬ 
erations in counties determined to be 
major disaster areas by the President, 
and in counties designated emergency 
loan areas by the Secretary of Agricul¬ 
ture, and in counties where the FHA 
State Director has authorized emergency 
loans on a nondesignated basis. Many 
of these requested loans are for financing 
1972 crop and livestock operations. The 
operating year is well underway and any 
delay in providing loan assistance under 
these revised instructions would be con¬ 
trary to the public interest. 

The revised regulations provide a re¬ 
duction in the damage or loss eligibility 
requirement for emergency loans. Fur¬ 
thermore. emergency loan security re¬ 
quirements will now’’ permit making the 
entire emergency loan for purchase of 
livestock, poultry, farm equipment, or 
facilities without taking a lien on crops. 

Accordingly, in the public interest, this 
subpart shall be effective upon publica¬ 
tion in the Federal Register (9-19-72). 

It is the policy of this Department that 
rules relating to public property, loans, 
grants, benefits, or contracts shall be 
published for comment notwithstanding 
the exemption in 5 U.S.C. 553 with re¬ 
spect to such rules. See the Secretary of 
Agriculture’s statement setting forth the 
policy on public participation in rule 
making 36 F.R. 13804, dated July 24.1971. 
In accordance with the spirit of that 
policy, interested parties may submit 
written comments, suggestions, data, or 
arguments to the Office of the Assistant 
Administrator for Management, Farmers 
Home Administration, U.S. Department 
of Agriculture, Room 5013, South Build¬ 
ing, Washington, D.C. 20250, within 30 
days after the publication of this part. 
Material thus submitted will be evaluated 
and acted upon in the same manner as 
if this document were a proposal. How¬ 


ever, this Subpart A of Part 1832 shall 
remain effective until it is amended, in 
order to permit the public business to 
proceed expeditiously. 

Subpart A of Part 1832, Title 7, Code 
of Federal Regulations (37 F.R. 7293), 

§ 1832.5(c), subdivisions (i) and (ii) of 
subparagraph (1) of this paragraph; 
paragraph (c) (3) of this section are 
amended to state the damage or loss 
eligibility requirement; § 1832.11(a) (10) 
has been added to clarify security 
requirements. 

As revised, §§ 1832.5(c) (1) (i) (ii); 
paragraph (c)(3), and 1832.11(a) (10) 
read as follows: 

§ 1832.5 Eligibility requirements. 

To be eligible for an EM loan, an ap¬ 
plicant must: 

» • • • • 

(c) Have suffered severe production 
production losses not compensated for by 
losses not compensated for by insur¬ 
ance or otherwise, or severe damage 
otherwise to buildings, land and water 
resources, or fanning or ranching equip¬ 
ment essential to normal operations, if 
the application is for an initial EM loan. 
Such production losses or property 
damages must have been caused by the 
natural disaster(s) or major disaster(s) 
which resulted in the designated or non¬ 
designated counties, as defined in § 1832.1 
(ai (4) and (5) becoming or remaining 
areas in which EM loans may be made. 

( 1 ) • • • 

(i) Twenty percent or more in any 
major farming or ranching enterprise or 

(ii) The equivalent of 10 percent or 
more in his total farming or ranching 
enterprises. 

• • • * • 

(3) When the qualifying loss consists 
of damage to or destruction of farm or 
ranch dwellings and service buildings, 
land and water resources, or farming and 
ranching equipment, EM loans will be 
made only to repair or replace such 
damaged or destroyed property. 

» * • • • 

§ 1832.11 Security policies. 

(a) EM loans lor other than real 
estate . • • • 

(10) Security requirements when en¬ 
tire loan is for purchase of livestock, 
poultry , farm equipment or facilities . 
Loans made only for this purpose will be 
secured by a first lien on all such items 
purchased with loan funds in accordance 
with paragraph (a)(3) of this section, 
and by the best lien obtainable on other 
property of security value needed to give 
reasonable protection. It will not be nec¬ 
essary to additionally secure such a loan 
by a lien on crops unless the loan ap¬ 
proval official determines a crop lien is 
needed to adequately protect the Govern¬ 
ment’s interest. 

• • • • • 

(Sec. 339, 75 Stat. 318, 7 U.S.C. 1989: sec. 510, 
63 Stat. 437, 42 US.C. 1480; sec. 4, 64 Stat. 
100. 40 U.S.C. 442; sec 301, 80 Stat. 379, 5 
U.S.C. 301; order of Act. Sec. of Agr. 36 F.R. 
21529; Order of Asst. Sec. of Agr. far Rural 


Development and Conservation, 36 P8. 

21529) 

Dated: September 11,1972. 

Darrel A. Dunn, 

Acting Administrator , 
Farmers Home Administration. 
|FR Doc.72-16879 Filed 9-18-72;8:46 am] 

Title 9—ANIMALS AND ANIMAL 
PRODUCTS 

Chapter I—Animal ond Plant Health 
Inspection Service, Department of 
Agriculture 

SUBCHAPTER C—INTERSTATE TRANSPORTATION 
OF ANIMALS (INCLUDING POULTRY) AND AN¬ 
IMAL PRODUCTS 

[Docket No. 72-553) 

PART 76— HOG CHOLERA AND 

OTHER COMMUNICABLE SWINE 
DISEASES 

Areas Quarantined 

Pursuant to provisions of the Act of 
May 29, 1884, as amended, the Act of 
February 2, 1903, as amended, the Act 
of March 3, 1905, as amended, the Act 
of September 6,1961, and the Act of July 
2, 1962 (21 U.S.C. 111-113, 114g, 115, 
117, 120, 121, 123-126, 134b, 134f), Part 
76. Title 9, Code of Federal Regulations, 
restricting the interstate movement of 
swine and certain products because of 
hog cholera and other communicable 
swine diseases, is hereby amended in 
the following respects: 

1. In § 76.2, in paragraph (e)(3) re¬ 
lating to the State of North Carolina, 
a new subdivision (v) relating to Pitt 
County is added to read: 

(«)••• 

(3) North Carolina. * • • 

(v) That portion of Pitt County 
bounded by a line beginning at the junc¬ 
tion of U.S. Highway 264 and Secondary 
Road 1762; thence, following Secondary 
Road 1762 in a southwesterly direction 
to Secondary Road 1764; thence, follow¬ 
ing Secondary Road 1764 in a generally 
southwesterly direction to Secondary 
Road 1766; thence, following Secondary 
Road 1766 in a southeasterly direction 
to Secondary Road 1767; thence, follow¬ 
ing Secondary Road 1767 in a south¬ 
easterly direction to Secondary Road 
1756; thence, following Secondary Road 
1756 in a southeasterly direction to 
Secondary Road 1770; thence, following 
Secondary Road 1770 in a southeasterly 
direction to Secondary Road 1772; 
thence, following Secondary Road 1772 in 
a southeasterly direction to Secondary 
Road 1777; thence, following Secondary 
Road 1777 in a southwesterly direction 
to Secondary Road 1774; thence, follow¬ 
ing Secondary Road 1774 in a generally 
southwesterly direction to Secondary 
Road 1744; thence, following Secondary 
Road 1744 in a generally southwesterly 
direction to Secondary Road 1743; 
thence, following Secondary Road 1743 
in a northwesterly direction to State 
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Highway 43; thence, following State 
Highway 43 in a northwesterly direction 
to Secondary Road 1739; thence, follow¬ 
ing Secondary Road 1739 in a north¬ 
westerly direction to Secondary Road 
1737; thence, following Secondary Road 
1737 in a nortliwesterly direction to 
Secondary Road 1725; thence, following 
Secondary Road 1725 in a northwesterly, 
then northeasterly direction to Second¬ 
ary Road 1704; thence, following Sec¬ 
ondary Road 1704 in a northwesterly 
direction to U.S. Highway Bypass 264; 
thence, following U.S. Highway Bypass 
264 in a northeasterly direction to U.S. 
Highway 264; thence, following U.S. 
Highway 264 in a generally southeasterly 
direction to its junction with Secondary 

2. In § 76.2, in paragraph (e) (11) re¬ 
lating to the State of Ohio, a new sub¬ 
division (iii) relating to Madison County 
is added to read: 

(e) • • • 

(11) Ohio . • • • 

(iii) That portion of Madison County 
bounded by a line beginning at the Junc¬ 
tion of County Road 109 and the Madi- 
son-Clark County line; thence, following 
County Road 109 in a northeasterly, then 
southeasterly direction to Township 
Road 111; thence, following Township 
Road 111 in a northeasterly direction to 
County Road 110; thence, following 
County Road 110 in a southeasterly di¬ 
rection to State Highway 38; thence, 
following State Highway 38 in a south¬ 
easterly direction to State Highway 56; 
thence, following State Highway 56 in a 
northwesterly direction to Old Spring- 
field Road; thence, following Old Spring- 
field Road in a westerly direction to the 
Madison-Clark County line; thence, fol¬ 
lowing the Madison-Clark County line 
in a northeasterly direction to its junc¬ 
tion with County Road 109. 

3. In § 76.2, in paragraph (g> the 
names of the States of Indiana and Ohio 
are deleted. 

(Secs. 4-7, 23 Stat. 32. as amended; secs. 1 
and 2, 32 Stat. 791-792, as amended; secs. 
1-4, 33 Stat. 1264, 1265. as amended; sec. 1. 
76 Stat. 481; secs. 3 and 11, 76 Stat. 130, 132; 
21 U.S.C. 111-113, 114g, 115, 117, 120, 121, 123- 
126, 134b; 134f; 29 F.R. 16210, as amended; 37 
F.R. 6327, 6505) 

Effective date. The foregoing amend¬ 
ments shall become effective upon 
issuance. 

The amendments quarantine a portion 
of Pitt County, N.C., and a portion of 
Madison County, Ohio, because of the 
existence of hog cholera. This action is 
deemed necessary to prevent further 
spread of the disease. The restrictions 
pertaining to the interstate movement 
of swine and swine products from or 
through quarantined areas as contained 
in 9 CFR Part 76, as amended, will apply 
to the quarantined areas. 

The amendments remove the States 
of Indiana and Ohio from the list of 
hog cholera-free States appearing in 9 
CFR § 76.2(g), as amended, because of 
the secondary spread of the contagion 
of hog cholera within these States. The 
special provisions pertaining to the inter¬ 
state movement of swine and swine prod¬ 
ucts from eradication and free 8tates 
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are no longer applicable to Indiana and 
Ohio. However, the general restrictions 
contained in 9 CFR Part 76, as amended, 
pertaining to the interstate movement 
of swine and swine products from non- 
quarantined areas apply to the States of 
Indiana and Ohio. This removal of the 
States of Indiana and Ohio from hog 
cholera-free status has the effect of re¬ 
ducing the Federal indemnities payable 
under other regulations (9 CFR Part 
56) for swine slaughtered because of hog 
cholera in Indiana and Ohio. 

The amendments impose certain fur¬ 
ther restrictions necessary to prevent the 
spread of hog cholera, and must be made 
effective immediately to accomplish their 
purpose in the public interest. It does 
not appear that public participation in 
this rule making proceeding would make 
additional relevant information avail¬ 
able to the Department. 

Accordingly, under the administrative 
procedure provisions in 5 U.S.C. 553, it 
is found upon good cause that notice and 
other public procedure with respect to 
the amendments are impracticable, un¬ 
necessary and contrary to the public 
interest, and good cause is found for 
making them effective less than 30 days 
after publication in the Federal Register. 

Done at Washington, D.C., this 14th 
day of September 1972. 

F. J. Mulhern, 
Administrator , Animal and 
Plant Health Inspection Service. 

(FR Doc.72-15006 Filed 9-18-72;8:48 ami 

Title 14—AERONAUTICS AND 
SPACE 

Chapter I—Federal Aviation Adminis¬ 
tration, Department of Transportation 
(Docket No. 72-SO-74, Arndt. 39-15221 

PART 39—AIRWORTHINESS 
DIRECTIVES 

Continental Models 10-470 and 
TSIO-470 Engines 

A proposal to amend Part 39 of the 
Federal Aviation Regulations to include 
an airworthiness directive to supersede 
Amendment 39-509 was published in 37 
F.R. 15434. This proposal requires retire¬ 
ment at next overhaul of all Part No. 
626820 “Non-H” cylinders and those “H” 
cylinders manufactured or remanu¬ 
factured (rebarreled) prior to April 1963. 
It also retains the inspection procedures 
of Airworthiness Directive 67-31-5 only 
as long as necessary to facilitate the re¬ 
tirement of these cylinders on Con¬ 
tinental 10-470 and TSIO-470 engines. 

Interested persons have been afforded 
an opportunity to participate in the mak¬ 
ing of the amendment. No objections 
were received. 

In consideration of the foregoing, and 
pursuant to the authority delegated to 
me by the Administrator (31 F.R. 13697), 
§ 39.13 of the Federal Aviation Regula¬ 


tions is amended by adding the following 
new airworthiness directive; 

Continental. Applies to Models IO-470-D 
IO-470-E, IO-470-F, IO-470-H, 10-470- 
L, IO-470-M, IO-470-N, IO-470-S. IO- 
470-U. IO-470-V, and TSIO-470-B. 

T8IO-470-C, TSIO-470-D engines which 
have installed “Non-H** cylinder assem¬ 
blies, Part No. 626820. and “H** cylinder 
assemblies manufactured or remauufac- 
tured prior to April 1963. 

Note 1 : “H** type cylinders are those having 
the letter H impression stamped on the top 
edge of the rocker box flange over the ex¬ 
haust valve. “Non-H“ type cylinders do not 
have this identification. 

Compliance: Required as indicated unless 
already accomplished. 

To preclude additional inflight failures of 
Part No. 626820 “Non-H“ type cylinder as¬ 
semblies and “H” type cylinder assemblies 
manufactured or remanufactured prior to 
April 1963, accomplish the following or an 
equivalent procedure approved by the Chief. 
Engineering and Manufacturing Branch. 
Southern Region, Atlanta, Ga.: 

A. Within the next 25 hours* time in serv¬ 
ice after the effective date of this airworthi¬ 
ness directive and thereafter at intervals not 
exceeding 25 hours* time in service from the 
last inspection: 

(1) Visually inspect the circumference of 
these cylinder assemblies at the Junction of 
the aluminum head and steel barrel for oil 
leaks and/or combustion product strains. 
Engine permanent maintenance record en¬ 
try must be made to reflect airworthiness 
directive compliance. 

Note 2: In order to perform the inspection 
required by paragraph A(l) of this air¬ 
worthiness directive, it may be necessary to 
remove engine cowling or access doors to per¬ 
mit visual examination with mirrors or other 
visual aids of the prescribed area of the 
cylinder. If the engine is clean and free of 
oil in the area to be inspected, the inspection 
required by paragraph A(l) may be per¬ 
formed without further cleaning of the en¬ 
gine. If oil leakage from an unknown source 
has caused a generally oily condition, the 
engine should be washed down and run up to 
normal operating conditions prior to the in¬ 
spection required by paragraph A(l). Dur¬ 
ing the inspection it may also be helpful to 
rotate the propeller to detect significant dif¬ 
ferences in compression between cylinders 
or audible compression leakage through a 
crack in the cylinder barrel. 

(2) The inspection(s) required by para¬ 
graph A (1) must be performed by those per¬ 
sons authorized to perform inspections under 
Federal Aviation Regulation 43.3 except that 
on aircraft not utilized in air carrier serv¬ 
ices the inspection (a) may be performed by 
the holder of a pilot’s certificate issued under 
Part 61 of the Federal Aviation Regulations 
on any aircraft owned or operated by him. 

(3) If oil leaks and/or combustion prod¬ 
uct stains are found at the Junction of the 
cylinder head and barrel during any inspec¬ 
tion required by paragraph A(l), before fur¬ 
ther flight, a certificated powerplant me¬ 
chanic shall investigate and establish the 
source of these conditions. If a cylinder bar¬ 
rel crack is found, the cracked cylinder 
must be replaced with an airworthy part. 

B. At next engine overhaul replace Part 
No. 626820 “Non-H" cylinder assemblies and 
"H" cylinder assemblies manufactured or 
remanufactured prior to April 1963 (as iden¬ 
tified by the date of manufacture impression 
stamped in the machined area beneath the 
valve rocker shaft supports) with Part No. 
626820 cylinder assemblies manufactured or 
remanufactured after April 1963 and having 
the letter “H” impression stamped on the 
top edge of the rocker box flange over the 
exhaust valve. 
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Note $: On engines manufactured or re- 
manufactured during 1964 or later, as In¬ 
dicated by the year suffix on the serial num¬ 
ber, it may be assumed without further veri¬ 
fication that ”H” type cylinders Installed 
were manufactured subsequent to April 1963 
If the maintenance records do not indicate ft 
cylinder exchange. 

On other engines having *H” type cylin¬ 
ders installed, it will be necessary to estab¬ 
lish the cylinder’s date of manufacture by 
removing the rocker box cover and inspect¬ 
ing the area beneath the rocker arms for the 
impression stamped manufacture date. In¬ 
formation on the location of this stamp was 
given on page 116 of the August 1971 Gen¬ 
eral Aviation Inspection Aids Summary. 

C. Inspections as outlined in paragraph 
A(l) are no longer required when paragraph 
B has been accomplished. 

This airworthiness directive supersedes 
Amendment 39-509, AD 67-31-5. 

This amendment becomes effective 
September 25, 1972. 

(Secs. 313(a), 601, 603, Federal Aviation Act 
of 1968. 49 U.S.C. 1354(a), 1421, 1423; sec. 
6(c), Department of Transportation Act, 49 
U.S.C. 1655(c)) 

Issued in East Point, Ga. f on Septem¬ 
ber 8, 1972. 

Phillip M. Swatek, 
Director , Southern Region. 

(FR Doc.72-15869 Filed 9-18-72;8:46 am) 


[Airspace Docket No. 72-SO-21) 

PART 71—designation of federal 
AIRWAYS, AREA LOW ROUTES, 
CONTROLLED AIRSPACE, AND RE¬ 
PORTING POINTS 

Designation of Transition Area 

On March 15, 1972, a notice of pro¬ 
posed rule making was published in the 
Federal Register (37 F.R. 5396), stating 
that the Federal Aviation Administra¬ 
tion was considering an amendment to 
Part 71 of the Federal Aviation Regula¬ 
tions that would designate the Clemson, 
S.C., transition area. 

Interested persons were afforded an 
opportunity to participate in the rule 
making through the submission of com¬ 
ments. All comments received were 
favorable. 

In consideration of the foregoing, Part 
71 of the Federal Aviation Regulations is 
amended, effective 0901 G.m.t., Novem¬ 
ber 9, 1972, as hereinafter set forth. 

In § 71.181 (37 F.R. 2143>, the follow¬ 
ing transition area is added: 

Clemson, S.C. 

That airspace extending upward from 700 
feet above the surface within a 5-mile radius 
of Clemson-Oconee County Airport (latitude 
34'40'22" N. t longitude 82°63'07" W.); 

within 3 miles each side of the 092° bearing 
from the Oconee RBN (latitude 34*40'26" N., 
longitude 82*53'13" W.), extending from the 
5-mlle radius area to 8.6 miles east of the 
RBN. 

(Sec. 307(a), Federal Aviation Act of 1958. 
49 U.S.C. 1348(a); sec. 6(c), Department of 
Transportation Act, 49 U.S.C. 1655(c)) 

Issued in East Point, Ga., on Septem¬ 
ber 7,1972. 

Phillip M. Swatek, 
Director, Southern Region. 

(FR Doc.72-15870 Filed 9-18-72;8:46 am) 


Chapter II—Civil Aeronautics Board 

SUBCHAPTER A—ECONOMIC REGULATIONS 

[Reg. ER-757; Amdt. 6) 

PART 212—CHARTER TRIPS BY 
FOREIGN AIR CARRIERS 

Performance of Overseas Military 
Personnel Charters 

Adopted by the Civil Aeronautics Board 
at its office in Washington, D.C., on the 
13th day of September 1972. 

By SPR-54. (Part 372), ER-734 (Part 
207), ER-735 (Part 208), ER^736 (Part 
212), and ER-737 (Part 214), adopted 
May 18, 1972, 1 the Board established a 
new class of overseas military personnel 
charters, and authorized air carriers and, 
until October 1, 1972, foreign air carriers 
to perform flights in connection with 
such charters. 5 In adopting these rules, 
the Board stated that its determination 
not to permanently authorize foreign air 
carriers to perform the flights was 
tentative; and accordingly, the Board 
contemporaneously issued a Supple¬ 
mental Notice of Proposed Rule Making, 
EDR^173F/SPDR-25C* inviting com¬ 
ments on the specific issue of whether 
such authorization should be made 
permanent. 

Comments in response to the supple¬ 
mental notice were filed by Atlantis Air¬ 
ways, Britannia Airways, Ltd., jointly by 
British Caledonian Airways (Charter), 
Ltd., and British Caledonian Airways. 
Ltd., British Overseas Airways Corp.. 
Capitol International Airways, Inc. 
(Capitol), Condor Flugdienst GmbH, 
Davis Agency, Inc., the International Air 
Carrier Association. Japan Air Lines, Co., 
Ltd., KLM Royal Dutch Airlines, Laker 
Airways, Ltd., Lufthansa Germen Air¬ 
lines, Olympic Airways, S.A., Sabena 
Belgian World Airlines, Saturn Airways, 
Inc., Shoftour Charters, Inc., Spantax, 
S.A., and Trans International Airlines, 
Inc. (TIA). 

The comments are unanimous in urg¬ 
ing that foreign air carriers be perma¬ 
nently authorized to perform the over¬ 
seas military personnel charter flights. 
It is argued that restricting the market 
to U.S. carriers would be unfairly dis¬ 
criminatory against foreign carriers, and 
that foreign governments might retaliate 
by imposing restrictions upon U.S. car¬ 
riers. It is also contended that the pro¬ 
posed exclusion of foreign air carriers 
from the market might make it difficult 
for the overseas military personnel char¬ 
ter operators to obtain needed capacity. 

Upon consideration, the Board has 
determined to permanently authorize 
foreign air carriers to perform overseas 
military personnel charter flights. Our 
tentative determination to do otherwise 
was based upon the fact that, although 
the military charter operations are 
commercial ventures, all of the traffic on 


* 37 F.R. 11159, 11156, 11157. 

•By ER-750, et al., adopted July 27, 1972, 
37 F.R. 15424, the Board extended the interim 
authority of foreign air carriers to perform 
the flights until the later of (a) Nov. 30,1972, 
or (b) 90 days following publication of the 
Board’s final determination as to whether 
to make such authority permanent. 

• 37 F.R. 11190. 


these flights is related to the U.S. defense 
effort. However, we are persuaded by the 
comments that to exclude foreign air car¬ 
riers from the overseas military person¬ 
nel charter market could severely hamper 
the operation of this new class of char¬ 
ter. Of particular significance is the fact 
that several U.S. carriers urge the per¬ 
manent authorization of foreign carriers 
to perform the flights, and none oppose. 

Since this rule imposes no burden upon 
any person, and merely makes permanent 
a temporary grant of authority, the 
Board finds that the amendment may be 
made effective immediately. 

Accordingly, the Board hereby amends 
Part 212 of the economic regulations (14 
CFR Part 212), effective September 13. 
1972, as follows: 

Amend § 212.8 by modifying para¬ 
graphs (a)(6) and (b)(4), the section as 
amended to read as follows: 

§ 212.8 Charter flight limitations. 

• • * • • 

(a) ♦ • • 

(6) By an overseas military person¬ 
nel charter operator as defined In Part 
372 of this chapter, or 

(b) • • * 

(4) By an overseas military personnel 
charter operator as defined in Part 372 
of this chapter: Provided , however, That 
with respect to paragraph (b) of this sec¬ 
tion each person engaging less than the 
entire capacity of an aircraft shall con¬ 
tract and pay for 40 or more seats: And 
provided further , That paragraph (b) of 
this section shall not be construed to ap¬ 
ply to movements of property. 

(Secs. 204(a) and 402 of the Federal Aviation 
Act of 1968. as amended. 72 Stat. 743 and 757: 
49 UB.C. 1324 and 1372) 

By the Civil Aeronautics Board. 

[seal] Harry J. Zink, 

Secretary. 

[FR Doc.72-15913 Filed 9-18-72;8:50 am) 


[Reg. ERr-758: Amdt. 0) 

PART 214—TERMS, CONDITIONS, 
AND LIMITATIONS OF FOREIGN 
AIR CARRIER PERMITS AUTHORIZ¬ 
ING CHARTER TRANSPORTATION 
ONLY 

Performance of Overseas Military 
Personnel Charters 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C., 
on the 13th day of September 1972. 

For the reasons set forth in ER-757 
(Part 212), published contemporaneously 
herewith, the Board hereby amends Part 
214 of the Economic Regulations (14 CFR 
Part 214), effective September 13, 1972. 
as follows: 

Amend § 214.7 by modifying para¬ 
graphs (a)(4) and (b)(4), the section as 
amended to read as follows: 

§ 214.7 Charter flight limitations. 

• • • * • 

(a) • ♦ • 

(4) By an overseas military personnel 
charter operator as defined in Part 372 
of this chapter; or 

<b) • • • 
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(4) By an overseas military personnel 
charter operator as defined in Part 372 
of this chapter: 

(Secs. 204(a) and 402 of the Federal Aviation 
Act of 1958. as amended. 72 Stat. 743 and 
757; 49 U.S.C. 1324 and 1372.) 

By the Civil Aeronautics Board. 

[seal! Harry J. Zink, 

Secretary. 

[FR Doc.72-15914 Filed 9-18-72:8:50 am] 


SUBCHAPTER 0—SPECIAL REGULATIONS 

(Reg. SPR-60; Amdt. 2] 

PART 372—OVERSEAS MILITARY 
PERSONNEL CHARTERS 

Performance of Flights by Foreign Air 
Carriers 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C., 
on the 13th day of September 1972. 

For the reasons set forth in ER^757 
(Part 212), published contemporaneously 
herewith, the Board hereby amends 
Part 372 of the special regulations (14 
CFR Part 372), effective September 13, 
1972, as follows: 

1. Amend § 372.1 to read as follows: 
§ 372.1 Applicability. 

This part establishes the terms and 
conditions governing the furnishing of 
overseas military personnel charters in 
air transportation by direct air carriers 
or foreign air carriers and by overseas 
military charter operators. This part also 
relieves charter operators from the pro¬ 
visions of section 401 of the Act, for the 
purpose of enabling them to provide 
overseas military personnel charters util¬ 
izing aircraft chartered from such direct 
air carriers or foreign air carriers. Noth¬ 
ing contained in this part shall be con¬ 
strued as repealing or amending any 
provisions of any of the Board’s regula¬ 
tions, unless the context so requires. 

2. Amend § 372.24(a) (2) (ii> (b) to 
read as follows: 

§ 372.24 Surely bond, depository agree¬ 
ment, escrow agreement. 

(a) • * • 

( 2 ) * • • 

<ii) • • • 

(b) The bank shall not pay the air 
carrier or foreign air carrier the charter 
price for the transportation earlier than 
60 days (including day of departure) 
prior to the scheduled day of departure 
of the originating or returning flight, 
upon certification of the departure date 
and price by the charter operator; 

• • • • • 

3. Amend § 372.26 to read as follows: 

§ 372.26 Prohibition on operations un¬ 
less tariffs are observed. 

No charter operator shall charter air¬ 
craft to provide air transportation to 
charter participants except in accord¬ 
ance with the rates, fares, and charges 
and all applicable rules, regulations, and 
other provisions for such transportation 
as set forth in the currently effective 
tariff or tariffs of the direct air carrier 
or foreign air carrier transporting char¬ 


ter participants; and no such operator 
shall demand, collect, accept, or receive, 
in any manner or by any device, directly 
or indirectly, or through any agent or 
broker, or otherwise, any portion of the 
rates, fares, or charges so specified in 
the tariffs of such air carrier or foreign 
air carrier, and shall not demand, ac¬ 
cept, or receive, either directly or indi¬ 
rectly, any privilege, service, or facility 
except those specified in the currently 
effective tariffs of such direct air car¬ 
rier or foreign air carrier. 

(Sec. 204(a) of the Federal Aviation Act of 
1958, as amended, 72 Stat. 743 ; 49 U.S.C. 
1324.) 

By the Civil Aeronautics Board. 

[seal! Harry J. Zink, 

Secretary . 

[FR Doc.72-15915 Filed 9-18-72:8:50 ami 


Title 21—FOOD AND DRUGS 

Chapter I—Food and Drug Adminis¬ 
tration, Department of Health, Ed¬ 
ucation, and Welfare 
SUBCHAPTER B—FOOD AND FOOD PRODUCTS 

PART 121—FOOD ADDITIVES 

Saccharin and Its Salts; Requests for 
Extension of Time Period for Label 
Changeover 

An order establishing a provisional 
food additive regulation for saccharin 
and its salts (21 CFR 121.4001) was pub¬ 
lished in the Federal Register of Febru¬ 
ary 1, 1972 (37 F.R. 2437). This order re¬ 
quires certain labeling to be adopted that 
is not now generally used, and provides 
that such labeling changes must be re¬ 
flected in labeling used on all affected 
products sold after July 1, 1972. 

The Commissioner of Food and Drugs 
has received requests from several firms 
for an extension of the time period for 
label changeover on the grounds that the 
current deadline does not provide suffi¬ 
cient time to permit an orderly change¬ 
over. These requests are being evaluated 
on an individual basis, and, an exten¬ 
sion of time will be granted only to those 
firms that satisfy the Commissioner in 
writing that their use of the additive is 
in accord with the use limitations of 21 
CFR 121.4001 and that a real hardship 
is incurred in adhering to the July 1, 
1972, deadline. Any other requests for an 
extension of time that are received will 
be evaluated in the same manner and on 
the same basis. Notification of the grant¬ 
ing of an extension of time will be made 
by letter, and a copy of the notification 
will be available for public inspection In 
the office of the Hearing Clerk, Food 
and Drug Administration, Room 6-88, 
5600 Fishers Lane, Rockville, Md. 20852. 
(Sec. 409(d), 72 Stat. 1787; 21 U.S.C. 348(d)) 

Dated: September 12,1972. 

Sam D. Fine, 
Associate Commissioner 
for Compliance . 

[FR Doc.72-15890 Filed 9-18-72;8:47 am] 


SUBCHAPTER C—DRUGS 

PART 135b—NEW ANIMAL DRUGS 
FOR IMPLANTATION OR INJECTION 

PART 135g—TOLERANCES FOR RESI¬ 
DUES OF NEW ANIMAL DRUGS IN 

FOOD 

Oxytetracycline Hydrochloride 

The Commissioner of Food and Drugs 
has evaluated new animal drug applica¬ 
tions filed by Diamond Shamrock Chemi¬ 
cal Co., 60 Park Place, Newark, NJ 07101 
(45-143V), and Philips Roxane, Inc., 
2621 North Belt Highway, St. Joseph, MO 
64502 (47-278V), proposing the safe and 
effective use of oxytetracycline hydro¬ 
chloride injection for the treatment of 
specified animals. The applications are 
approved. 

The Commissioner concludes that 
negligible tolerance limitations are re¬ 
quired to assure that edible tissues of 
cattle and swine treated with the drug 
are safe for human consumption. 

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 512(1), 82 Stat. 347; 21 U.S.C. 
360b(i)) and under authority delegated 
to the Commissioner (21 CFR 2.120), 
Parts 135b and 135g are amended as fol¬ 
lows: 

1. Part 135b is amended by adding a 
new section as follows. 

§ 135b.65 Oxytetracycline hydrochloride 
injection. 

(a)(1) Specifications. The drug con¬ 
tains 50 milligrams of oxytetracycline 
hydrochloride in each milliliter of sterile 
solution. 

(2) Sponsor. See code No. 025 in 
§ 135.501(c) of this chapter. 

(3) Conditions of use . (i) The drug is 
intended for use in beef cattle, beef 
calves, nonlac taring dairy cattle, and 
dairy calves for treatment of disease 
conditions caused by one or more of the 
following oxytetracycline sensitive path¬ 
ogens listed as follows: pneumonia and 
shipping fever complex ( Pasteur ella 
spp .; Hemophilis spp.; Klebsiella spp), 
bacterial enteritis (scours) ( E. coli ), 
foot-rot ( Spherophorus necrophorus), 
diphtheria ( Spherophorus necrophorus), 
wooden tongue (ActinobacUlus lignier - 
esi), leptospirosis ( Leptospira pomona), 
and wound infections; acute metritis: 
traumatic injury (caused by a variety of 
bacterial organisms (such as streptococ¬ 
cal and staphylococcal organisms)). 

(ii) It is administered by intramus¬ 
cular injection of 3 to 5 milligrams of 
oxytetracycline hydrochloride per pound 
of body weight per day. Leptospirosis, 
severe foot-rot and severe forms of the 
indicated diseases should be treated 
with 5 milligrams per pound of body 
weight per day. Treatment should be 
continued for 24 to 48 hours following 
remission of disease symptoms: how¬ 
ever, not to exceed a total of 4 consecu¬ 
tive days. Only 2 milliliters of the drug 
should be injected per site in case of 
calves weighing 100 pounds or less and 
not more than 10 milliliters should be 
injected per site in adult cattle. 
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ail) Discontinue treatment with the 
drug at least 20 days prior to slaughter 
of the animal. When administered to 
animals within 30 days of slaughter, 
muscle discoloration may necessitate 
trimming of injection site and surround¬ 
ing tissues. 

(iv) For use only in beef cattle, beef 
calves, nonlactating dairy cattle, and 
dairy calves. 

(b) <1> Specifications. The drug con¬ 
tains 50 milligrams of oxytetracycline 
base as oxytetracycline hydrochloride in 
each milliliter of sterile solution. 

(2) Sponsor. See code No. 059 in 

1 135.501(c) of this chapter. 

(3) Conditions of use. (i) The drug is 
intended for use in the treatment of 
diseases due to oxytetracycline-suscep¬ 
tible organisms in beef cattle and non¬ 
lactating dairy cattle. It is indicated in 
the treatment of pneumonia and ship¬ 
ping fever complex associated with Pas- 
teurella spp., Hemophilus spp., Kleb¬ 
siella spp., footrot and diphtheria caused 
by Spherophorus necrophorus, bacterial 
enteritis (scours) caused by Escherichia 
coli , wooden tongue caused by Actino- 
bacillus lignieresi, acute metritis, and 
wound infections caused by Staphylo¬ 
coccal and Streptococcal organisms. 

The drug is intended for use in sows 
to aid in control of infections enteritis 
(baby pig scours, colibacillosis) in suck¬ 
ling pigs caused by Escherichia coli. 

(ii) It is administered by intramuscu¬ 
lar injection to beef cattle and non¬ 
lactating dairy cattle at a level of 3 to 5 
milligrams of oxytetracycline per pound 
of body weight per day. In severe foot- 
rot and severe forms of the indicated 
diseases treat at 5 milligrams per pound 
of body weight. No more than 2 milli¬ 
liters should be injected in each site in 
the case of smaller animals and no more 
than 10 milliliters should be injected in 
each site in adult cattle. Treatment in 
cattle should be continued for 24 to 48 
hours following remission of disease 
symptoms, not to exceed a total of 4 days. 
It is administered to sows at a level of 

2 to 3 milligrams of oxytetracycline per 
pound of body weight approximately 8 
hours before farrowing or immediately 
after completion of farrowing. No more 
than 5 milliliters should be injected per 
each site in sows. 

(iii) Not for use in lactating dairy 
animals. Discontinue use 18 days before 
slaughter. When administered to animals 
within 20 days of slaughter, muscle dis¬ 
coloration may necessitate trimming of 
injection site and surrounding tissues. 

(iv) If the product contains the state¬ 
ment, ‘‘Federal law restricts this drug to 
use by or on the order of a licensed vet¬ 
erinarian” it may contain additional 
ciirections for use in beef cattle and non¬ 
lactating dairy cattle for use in the treat¬ 
ment of anaplasmosis caused by Ana- 
plasma marginale . It is administered to 
beef cattle and nonlactating dairy cattle 
as described in subdivision (ii) of this 
subparagraph at the dosage level of 5 
milligrams of oxytetracycline per pound 
of body weight. 


2. Part 135g is amended in § 135g.l4 in 
paragraphs (b) and (c) as follows: 

§ 135g.ll Oxytelrncy clinc. 

• • • • • 

(b) 0.1 part per million in uncooked 
edible tissues of swine. 

(c) 0.1 part per million in uncooked 
edible tissues of cattle, beef calves, non¬ 
lactating dairy cattle and dairy calves. 

• • • • • 
Effective date. Tills order shall be 
effective upon publication in the Federal 
Register (9-19-72). 

(8ec. 512(1), 82 Stat. 347; 21 U.S.C. 360b(i)) 
Dated: September 13, 1972. 

C. D. Van Houweling, 
Director, Bureau of 
Veterinary Medicine. 

(FR Doc.72-15891 FUed 9-18-72:8:47 am] 


Title 29—LABOR 

Chapter XVII—Occupational Safety 
and Health Administration, Depart¬ 
ment of Labor 

PART 1906—ADMINISTRATION WIT¬ 
NESSES AND DOCUMENTS IN PRI¬ 
VATE LITIGATION 

On page 13849 of the Federal Register 
of Tuesday, July 27, 1971, there was pub¬ 
lished a notice of proposed regulations 
setting forth the policies and procedures 
concerning witnesses employed by the 
Occupational Safety and Health Ad¬ 
ministration in private litigation and the 
availability of administrative documents 
in private litigation. 

Interested persons were given an op¬ 
portunity to submit written comments, 
suggestions, or objections regarding the 
proposed regulations. 

After careful consideration of all the 
comments, suggestions, and objections 
submitted, appropriate policies and pro¬ 
cedures are hereby adopted as a new Part 
1906. 

The new Part 1906 reads as follows: 
Sec. 

1906.1 Purpose. 

1906.2 Definitions. 

1906.3 Subpenas. 

1906.4 General considerations. 

1906.5 Factual testimony. 

1906.6 Expert or opinion testimony. 

1906.7 Disclosure of records. 

Authority: The provisions of this Part 
1906 issued under sec. 8(g), 84 Stat. 1600; 29 
U8.C. 657. 

§ 1906.1 Purpose. 

(a) Tills part prescribes the policies 
and procedures of the Administration 
with respect to testimony of its em¬ 
ployees as witnesses in legal proceedings 
in which neither the United States nor 
the Secretary is involved, and the pro¬ 
duction of Administration records pur¬ 
suant to subpena. 

(b) This part does not apply to any 
legal proceeding in which an employee 
is to testify while in leave status, as to 


facts or events that are in no way re¬ 
lated to the duties he performs or to the 
functions of the Administration. 

§ 1906.2 Definitions. 

(a) “Administration” means the Oc¬ 
cupational Safety and Health Adminis¬ 
tration. 

<b> “Legal proceeding” includes any 
proceeding before a court of law, ad¬ 
ministrative board or commission, hear¬ 
ing officer, or other body conducting a 
legal or administrative proceeding. 

(c) “Secretary” means the Secretary 
of Labor. 

§ 1906.3 Subpenas. 

(a) Whenever an employee of the Ad¬ 
ministration is served with a subpena or 
is requested to testify, he shall immedi¬ 
ately report the service or request to the 
nearest office of the Solicitor. The Solici¬ 
tor or his representative shall then de¬ 
termine whether and to what extent the 
employee is required to comply and shall 
in appropriate cases arrange for legal 
representation for the employee. 

(b) Whenever an employee’s compli¬ 
ance with a subpena would have an un¬ 
due adverse effect upon the performance 
of official duties, the Solicitor or his rep¬ 
resentative shall attempt to have the 
subpena withdrawn or modified, or shall 
request the issuing body to authorize tes¬ 
timony by deposition, when appropriate, 
rather than requiring the employee’s 
physical presence at the trial, hearing, or 
otherwise. 

§ 1906.1 General coiiMilerations. 

In balancing under § 1906.3(b) the 
particular needs of any requesting per¬ 
son with those of the Administration, 
the Solicitor or his representative shall 
give consideration to the following poli¬ 
cies of the Administration as they may 
be pertinent: 

(a) To conserve the time of employees 
for conducting official business. 

(b) To minimize the possibility of in¬ 
volving the Administration in controver¬ 
sial issues that are not related to its mis¬ 
sion. 

(c) To prevent the possibility that the 
public will misconstrue variances be¬ 
tween the personal opinions of employees 
and Administration policy. 

(d) To avoid spending the time and 
money of the United States for private 
purposes. 

§ 1906.5 Factual testimony. 

(a) An employee of the Administra¬ 
tion who has been subpenaed in a legal 
proceeding and who is required to com¬ 
ply with the subpena, shall testify only 
as to facts within his personal knowl¬ 
edge. 

(b) In the event the testimony of an 
employee of the Administration may 
concern a particular inspection, the Of¬ 
fice of the Solicitor shall notify the em¬ 
ployer inspected as to the time and place 
such testimony shall be given. 

(c) Whenever a demand is made upon 
an employee for testimony as to any priv¬ 
ileged or confidential information con¬ 
tained in files of the Department (i.e.. 
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information not disclosable under Parts 
70 of this title and Part 1913 of this 
chapter), the employee shall respectfully 
decline to comply with the demand. 
(“United States ex rel Touhy v. Ragen,” 
340 U.S. 462.) 

§ 1906.6 Expert or opinion testimony. 

If, while testifying in a legal proceed¬ 
ing, an employee of the Administration 
is asked for expert or opinion testimony, 
he shall decline to do so on the grounds 
that he is forbidden to do so by this part 
which, among other things, is intended 
to prevent the possibility that the public 
may misconstrue any possible variances 
existing between the opinion of the wit¬ 
ness and Administration policy. If he is 
then ordered to do so by the body con¬ 
ducting the proceeding to testify, he shall 
do so. 

§ 1906.7 Disclosure of records. 

(a) Records of the Administration are 
available for public inspection and copy¬ 
ing as provided in Part 70 of this title 
and Part 1913 of this chapter. 

(b) If an employee of the Administra¬ 
tion receives a subpena or request to 
produce records in court or before any 
other body, he shall refer it to the near¬ 
est office of the Solicitor. If the subpena 
or request specifies records available 
under Part 70 of this title and under Part 
1913 of this chapter, counsel shall advise 
that the subpena or request be honored. 
The person seeking them shall comply 
with the fee schedule contained in that 
part. 

(c) If an employee of the Administra¬ 
tion is served with a subpena calling for 
records not available for public disclo¬ 
sure, the Office of the Solicitor shall 
attempt to have the subpena withdrawn, 
quashed, or modified. If this cannot be 
done, the employee shall appear at the 
time and place specified in the subpena, 
accompanied by a Government attorney 
and explain to the authority conducting 
the proceeding that a statute or regula¬ 
tion prohibits him from producing the 
record. 

(d) If an employee who follows the 
procedure in paragraph (c) of this sec¬ 
tion is ordered to show cause why he 
should not be cited for contempt of 
court, he shall be represented by a 
Government attorney. 

Signed at Washington, D.C., this 13th 
day of September 1972. 

G. C. Guenther, 
Assistant Secretary of Labor. 

[FR Doc.72-15884 FUed 9-18-72;8.47 am] 


Title 32—NATIONAL DEFENSE 

Chapter VI—Department of the Navy 
SUBCHAPTER C—PERSONNEL 

PART 730—ADMINISTRATIVE DIS¬ 
CHARGES AND RELATED MATTERS 
CONCERNING SEPARATIONS FROM 
THE NAVAL SERVICE 

Conscientious Objectors 

Subpart A, Navy, of Subchapter C of 
Chapter VI of Title 32 of the Code of 
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Federal Regulations is amended as fol¬ 
lows : 

A new § 730.18 is added as follows: 

§ 730.18 Conscientious objectors. 

(a) Conscientious objectors are per¬ 
sons who by reason of religious training 
and belief have a firm, fixed, and sincere 
objection to participation in war in any 
form or the bearing of arms. No vested 
right exists for any member to be dis¬ 
charged from the Regular Navy or Naval 
Reserve at his own request, even for 
conscientious objection, before the ex¬ 
piration of his term of service, whether 
he is serving voluntarily or involuntarily. 
Administrative discharge prior to the 
completion of an obligated term of serv¬ 
ice will be effected only with the ap¬ 
proval of the Chief of Naval Personnel. 

(b) After entering naval service, a 
request for discharge based solely on 
conscientious objection which existed 
but was not claimed prior to induction or 
enlistment shall not be considered if 
such beliefs satisfied the requirements 
for classification as a conscientious ob¬ 
jector pursuant to section 6(J) of the 
Universal Military Training and Service 
Act, as amended (50 U.S.C. App. 456) 
and related provisions of law, and the 
member failed to request classification 
as a conscientious objector by the Selec¬ 
tive Service System (SSS), or if his re¬ 
quest for classification as a conscientious 
objector before entering military service 
was denied on the merits by the SSS and 
his present request for classification as a 
conscientious objector is based on essen¬ 
tially the same grounds, or supported by 
essentially the same evidence, as the re¬ 
quest which was denied by the SSS. 
Claims growing out of the experiences 
prior to entering military service but 
which did not become fixed until after 
entry into the service will be considered. 

(1) The following definitions will ap¬ 
ply and, unless otherwise specified, the 
term “conscientious objector” includes 
both 1-0 and 1-A-O conscientious objec¬ 
tor classifications: 

(1) A class 1-0 conscientious objector 
is a person who by reason of conscien¬ 
tious objection, sincerely objects to par¬ 
ticipation of any kind in war in any form. 

(ii) A class 1-A-O conscientious objec¬ 
tor is a person who by reason of consci¬ 
entious objection, sincerely objects to 
participation as a combatant in war in 
any form, but whose convictions are such 
as to permit military service in a noncom¬ 
batant status. 

(2) Religious training and belief does 
not limit beliefs to traditional religious 
convictions. Belief in an external power 
or being, or deeply held moral or ethical 
belief, to which all else is subordinate or 
upon which all else is ultimately depend¬ 
ent, and which has the power or force to 
affect moral well-being also qualifies. 
The external power or being need not be 
deity in the conventional useage, but 
may be a sincere and meaningful belief 
which occupies in the life of its possessor 
a place parallel to that filled by God in 
the usual sense, or, in the case of deeply 
held moral or ethical beliefs, a belief held 
with the strength and devotion of a tra¬ 
ditional religious conviction. The term 
"religious training and belief” may in¬ 


clude solely moral or ethical beliefs even 
though the applicant himself may not 
characterize these beliefs as "religious'' 
in the traditional sense, or may expressly 
characterize them as not religious. The 
term "religious training and belief " does 
not include a belief which rests solely 
upon consideration of policy, pragma¬ 
tism, expediency, or political views. 

(3) Noncombatant service or noncom¬ 
batant duties (1-A-O) (used inter¬ 
changeably herein) include service as 
follows: 

(i) Service in any unit of the Armed 
Forces which is unarmed at all times. 

(ii) Service in the medical depart¬ 
ment of any of the Armed Forces, wher¬ 
ever performed. 

(iii) Any other assignment the pri¬ 
mary function of which does not require 
the use of arms in combat provided that 
such other assignment is acceptable to 
the member concerned and does not re¬ 
quire him to bear arms or to be trained 
in their use. 

(iv) Service aboard an armed ship or 
aircraft or in a combat zone provided the 
member concerned is not personally 
and directly involved in the operation of 
weapons. 

(4) Noncombatant training is any 
training which is not concerned with the 
study, use. or handling of anns or 
weapons. 

(c) A request for discharge or assign¬ 
ment to noncombatant duties on the 
grounds of conscientious objection will be 
handled on an individual basis, with final 
determination made by the Chief of 
Naval Personnel. If separaiton is deemed 
warranted, the type of discharge will be 
determined by the member’s military 
record, the standards set forth in DOD 
Directive 1332.14, 1 and the procedural 
guidelines outlined below. 

(d) There are no provisions for a mem¬ 
ber of the Navy to influence his change 
of station or active duty orders by sub¬ 
mission of a request for designation or 
discharge as a conscientious objector. 
When a member on active or inactive 
duty submits a request for such desig¬ 
nation or discharge, he shall be required 
to comply with active duty or transfer 
orders in effect at that time or subse¬ 
quently received. Authorization for 
transfer of a member from his duty sta¬ 
tion solely because he has submitted such 
an application will not be granted. 

(e) In evaluating requests for dis¬ 
charge based on conscientious objection, 
great care shall be exercised to assure 
the sincerity of the claim and that clear 
and concise discharge procedures are 
followed to preclude inviting or permit¬ 
ting abuse by unscrupulous members who 
may seek to avoid all obligations on the 
grounds of moral, ethical or religious be¬ 
liefs. The procedures which shall be fol¬ 
lowed with respect to members who claim 
to be conscientious objectors are: 

(1)A member enlisted or inducted into 
the naval service who claims to be a con¬ 
scientious objector and states that he 
was so classified by his local board but 
his records do not so indicate, or claims 
he was erroneously denied SSS classifi- 


1 Filed as part of the original document. 
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cation as a conscientious objector, or 
states he was denied a procedural right 
in his classification by the SSS shall be 
employed only in duties which involve 
the minimum practicable conflict with 
his asserted beliefs pending investiga¬ 
tion and decision on the case. A state¬ 
ment shall be obtained from the mem¬ 
ber concerned and immediately for¬ 
warded with the commanding officer’s 
comment to the Chief of Naval Person¬ 
nel for referral to the National Head¬ 
quarters, Selective Service System, for 
investigation. 

(1) When it is determined that the 
member should have been classified as 
1-0 or 1-A-O but inadvertently was not 
so classified, the records will be corrected 
and the commanding officer will be di¬ 
rected to correct his records accordingly. 
Further disposition of the member will 
be directed by the Chief of Naval Person¬ 
nel in accordance with the procedures 
set forth below. 

(ii) When it is determined that no 
change in classification is warranted, the 
member will be notified to this effect by 
the Chief of Naval Personnel. 

(2) A member who has served a por¬ 
tion of his minimum required (obli¬ 
gated) service and who requests dis¬ 
charge or noncombatant service for con¬ 
scientious objection shall, to the extent 
practicable, be employed in duties which 
involve the minimum conflict with his 
asserted beliefs pending a decision on 
his case. Assignment to such duties 
should commence as soon as practicable 
after the commanding officer has re¬ 
ceived an application in writing in the 
format and containing the information 
specified below. Applications shall not 
be submitted on preprinted forms but 
shall contain the following information 
identified by corresponding paragraph 
numbers: 

(i) Date of application. 

(ii) Pull name of applicant. 

(iii) Social Security number. 

fiv) Selective Service number. 

(v) Service address. 

(vi) Permanent home address. 

(vii) Name and address of each school 
and college attended after age 16 to¬ 
gether with the dates of attendance and 
the type of school (public, church, mili¬ 
tary. commercial, etc.). 

(viii) Chronological list of all com¬ 
pensated and uncompensated occupa¬ 
tions, positions, jobs, or types of work 
engaged in after age 16, except while a 
student in school or college. Include the 
type of work, name and address of em¬ 
ployer, and the inclusive dates for each. 

r ix) All former residences after age 16 
including dates and addresses. 

(x) Each parent’s name, present ad¬ 
dress, and whether living or deceased. 

<xi) The religious denomination or 
sect of spouse and/or each parent. 

<xii) Whether application was made 
to the Selective Service System (Local 
Board) for classification as a conscien¬ 
tious objector prior to entry into the 
Armed Forces. If yes, state which local 
board and what decision was made by 
the Board, if known. 
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(xiii) When the applicant has served 
less than 180 days in the naval service, 
state whether he is willing to perform 
work under the Selective Service civilian 
work program for conscientious objectors 
if discharged as a conscientious objector 
and whether he consents to the issuance 
of an order for such work by his local 
Selective Service Board. 

(xiv) A thorough description of the 
nature of the belief which requires the 
applicant to seek separation from the 
military service or assignment to non- 
combatant training and duty for reasons 
of conscience. 

(xv) An explantion of how the appli¬ 
cant’s beliefs have changed or developed, 
including an explanation of what fac¬ 
tors (how, when, from whom, or from 
what source training was received and 
the beliefs acquired) caused the change 
in or development of conscientious ob¬ 
jection beliefs. 

(xvi) An explanation of when and 
why these beliefs became incompatible 
with military service. 

(xvii) An explanation of the circum¬ 
stances, if any, under which the appli¬ 
cant believes in the use of force under 
any foreseeable circumstances. 

(xviii) An explanation of how the ap¬ 
plicant’s daily life style has changed as 
a result of his beliefs and what future 
actions he plans to continue to support 
Ills beliefs. / 

(xix) An explanation of what, in the 
applicant’s opinion, most conspicuously 
demonstrates the consistency and depth 
of his beliefs which gave rise to this 
application. 

(xx) Whether the applicant has ever 
been a member of any military organ¬ 
ization or establishment before entering 
upon his present term of service. If yes, 
state the name and address of such or¬ 
ganization together with reasons why 
he became a member. 

(xxi) “Whether the applicant is a 
member of a religious sect or organiza¬ 
tion. If yes, include the following: 

(a) The name of the sect, and the 
name and location of its governing body 
or head, if known. 

(b) When, where, and how the appli¬ 
cant became a member of said sect or 
organization. 

(c) The name and location of any 
church, congregation, or meeting which 
the applicant customarily attends and 
the extent of the applicant’s active par¬ 
ticipation therein. 

( d ) The name, title, and present ad¬ 
dress of the pastor or leader of such 
church, congregation, or meeting. 

( e ) A description of the creed or of¬ 
ficial statements, if any and if known, of 
said religious sect or organization in rela¬ 
tion to participation in war. 

(xxii) A description of the applicant’s 
relationships with and activities in all or¬ 
ganizations with which he is or has been 
affiliated, other than military, political, 
or labor organizations. 

(xxiii) List and attach any additional 
information, such as letters, references, 
or official statements of organizations to 
which the applicant belongs or refers to 
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in his application that he desires to be 
considered by the authority reviewing 
his application. The burden is on the ap¬ 
plicant to obtain and forward such in¬ 
formation. 

(f) The Chief of Naval Personnel shall 
be informed by message if after sub¬ 
mitting an application for designation or 
discharge as a conscientious objector, the 
member commits an offense punishable 
under the UCMJ or if at the time of 
submission of an application, the mem¬ 
ber is the subject of disciplinary action: 
and when disciplinary action has been 
completed. Final action on an applica¬ 
tion or an approved request for discharge 
will not be effected until all disciplinary 
action, including confinement if applica¬ 
ble, has been resolved. 

(g) The applicant shall be personally 
interviewed by a chaplain who shall ac¬ 
tively and critically examine the appli¬ 
cant’s beliefs. The chaplain shall submit 
a written report containing his opinion 
of the nature and basis of the applicant’s 
claim, sincerity, and depth of conviction 
in his claim of conscientious objection. 
The chaplain’s report shall include a rec¬ 
ommendation of disposition with the rea¬ 
sons for his conclusions. Such interview 
may be conducted by a chaplain who is 
a member of a regular or reserve com¬ 
ponent of any of the Armed Forces of 
the United States. 

(h) The applicant shall be interviewed 
by a psychiatrist who is a member of a 
regular or reserve component of any of 
the Armed Forces, or by a medical of¬ 
ficer if a psychiatrist is not reasonably 
available. Interview by a psychologist 
Medical Service Corps vice Medical Corps 
is not acceptable. The psychiatrist or 
medical officer shall submit a written re¬ 
port of psychiatric disorders which would 
warrent treatment or disposition through 
medical channels or such character or 
personality disorder which would war¬ 
rant recommendation for appropriate 
administrative action. Comment con¬ 
cerning the sincerity or credibility of the 
applicant’s claimed convictions may be 
included in the report. 

(i) The chaplain’s and psychiatrist’s or 
medical officer’s reports will become part 
of the case file. If the applicant refuses 
to participate, is uncooperative, or un¬ 
responsive in the course of an interview, 
this fact will be included in the state¬ 
ments of the chaplain and psychiatrist 
or medical officer. 

(j) The applicant’s commanding 
officer shall appoint an investigating of¬ 
ficer in the grade of lieutenant com¬ 
mander or above, not necessarily a mem¬ 
ber of the applicant’s command, to 
investigate the applicant’s claim. If a 
qualified officer of this grade is not avail¬ 
able. the commanding officer may appoint 
an officer of the grade of lieutenant who. 
in the opinion of the commanding officer, 
is well-qualified by reason of age, educa¬ 
tion, training, experience, and length of 
service. The officer so appointed shall 
not be in the immediate chain of com¬ 
mand of the applicant and, if the appli¬ 
cant is a commissioned officer, shall be 
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senior in both temporary and permanent 
grades to the applicant. 

(1) Upon appointment, the investigat¬ 
ing officer will review this article and, if 
possible, request a local Judge Advocate 
or legal officer to provide a briefing or 
summary of court decisions which have 
revised the criteria to be considered in 
developing comments and recommenda¬ 
tions concerning conscientious objector 
applications. During the course of this 
investigation, the investigating officer 
shall obtain all necessary legal advice 
from the above officers. 

(2) The investigating officer shall con¬ 
duct a hearing on the application to af¬ 
ford the applicant an opportunity to pre¬ 
sent any evidence he desires in support 
of his application; to enable the inves¬ 
tigating officer to ascertain and assem¬ 
ble all relevant facts; to create a com¬ 
prehensive record; and to facilitate an 
informed recommendation by the inves¬ 
tigating officer and an informed decision 
on the merits by higher authority. The 
investigating officer shall actively and 
critically examine the applicant’s beliefs, 
and any failure or refusal of the appli¬ 
cant to submit to questioning under oath 
or affirmation may be considered by the 
investigating officer in making his rec¬ 
ommendation and evaluation of the ap¬ 
plicant’s claim. If the applicant fails to 
appear at the hearing without good 
cause, the investigating officer may pro¬ 
ceed in his absence and the applicant will 
be deemed to have waived his appear¬ 
ance. 

(3) If the applicant desires, he shall 
be entitled, at his own expense, to be 
represented by counsel who shall be per¬ 
mitted to be present at the hearing, assist 
the applicant in the presentation of his 
case, and examine all items in the file. 

(4) The hearing will be informal in 
character and the rules of evidence em¬ 
ployed by courts-martial shall not apply 
except that all oral testimony presented 
shall be under oath or affirmation. Any 
relevant evidence may be received. State¬ 
ments obtained from persons not present 
at the hearing need not be made under 
oath or affirmation. The hearing is not 
an adversary proceeding. 

(5) The applicant may submit any 
additional evidence that he desires (in¬ 
cluding sworn or unsworn statements) 
and present any witnesses in his own 
behalf, but he shall be responsible for 
securing their attendance. The installa¬ 
tion or local commander shall render all 
reasonable assistance in making avail¬ 
able as witnesses those military members 
of his command requested by the ap¬ 
plicant. The applicant shall be permitted 
to question any other witnesses who ap¬ 
pear and to examine all items in the file. 

(6) A verbatim record of the hearing 
is not required. If the applicant desires 
such a record and agrees to provide it 
at his own expense, he may do so. If he 
elects to provide such a record, he shall 
provide a copy thereof to the investigat¬ 
ing officer at the conclusion of the hear¬ 
ing and at no expense to the Government. 
In the absence of a verbatim record, the 
investigating officer will summarize the 
testimony of witnesses and permit the 
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applicant or his counsel to examine the 
summaries and note for the record their 
differences from the investigating officer’s 
summary. Copies of statements and other 
documents received in evidence will be 
made a part of the hearing record. 

(7) A written report will be prepared 
at the conclusion of the investigation by 
the investigating officer stating whether 
the applicant appeared, whether he was 
accompanied by counsel, and, if so, the 
latter’s identity; whether the nature and 
purpose of the hearing were explained to 
the applicant and understood by him; 
the investigating officer’s conclusions 
concerning the underlying basis, sin¬ 
cerity, and depth of the applicant’s con¬ 
scientious objection and beliefs, includ¬ 
ing the reasons for such conclusions; 
and attaching documents, statements, 
other material received during the in¬ 
vestigation, and summaries of the testi¬ 
mony of the witnesses presented (or a 
verbatim record of the testimony if such 
record was made). 

(8) The investigating officer shall fully 
advise and counsel the applicant con¬ 
cerning the provisions of 38 U.S.C. 3103 
which provides in pertinent part that 
the discharge of any person on the 
grounds of conscientious objection who 
refused to perform military duty, to wear 
the uniform, or otherwise to comply with 
lawful orders of competent military au¬ 
thority shall bar all rights (except Gov¬ 
ernment insurance) of such persons 
under laws administered by the Veterans’ 
Administration based upon the period 
of service from which discharged or dis¬ 
missed. The only exception is in cases 
where it is established to the satisfaction 
of the Administrator, Veterans’ Admin¬ 
istration, that the member was insane. 
After counseling, the member will be 
required to sign and date the following 
statement, a copy of which shall be for¬ 
warded as part of the record of the case: 

I have been advised of the provisions of 38 
UJ5.C. 3103 concerning possible nonentitle¬ 
ment to benefits administered by the Vet¬ 
erans’ Administration due to discharge from 
the mUltary service as a conscientious ob¬ 
jector under certain conditions. I understand 
that a discharge as a conscientious objector, 
who refused to perform military duty or 
otherwise to comply with lawful orders of 
competent military authority, shall bar all 
rights, based upon the period of service from 
which discharged, under any laws adminis¬ 
tered by Veterans’ Administration except my 
legal entitlement (if any) to any war risk, 
Government (converted) or National Service 
Life Insurance. 

(9) The investigating officer’s report 
shall include his recommendations for 
disposition of the case and his reasons 
therefor. Subject to the provision that an 
applicant claiming 1-0 status will not be 
granted 1-A-O status as a compromise, 
the actions recommended shall be limited 
to denial of any classification as a con¬ 
scientious objector, classification as 1- 
A-O conscientious objector, or classifica¬ 
tion as 1-0 conscientious objector. 

(10) The investigating officer’s report 
along with the member’s application, all 
interviews with chaplains or doctors, the 
applicant’s statement concerning Vet¬ 
erans’ Administration benefits, evidence 
received as a result of the investigating 


officer’s hearing, and any other items 
submitted by the applicant in support of 
his case will constitute the record. The 
investigating officer’s conclusions and 
recommended disposition will be based 
on the entire record and not merely on 
the evidence produced at the hearing a 
copy of the record will be furnished to 
the applicant at the time it is forwarded 
to his commanding officer. The applicant 
shall be informed that he has the right 
to submit a rebuttal within 5 working 
days after receiving his copy of the 
record. The investigating officers’ report 
shall include the following dated state¬ 
ment signed by the applicant: 

I received this date a copy of the record 
(as defined in BUPERSMAN article 1860120- 
10J)* of my conscientious objector hearing. 
I understand that I have the right to submit 
a written rebuttal to this record, provided my 
rebuttal Is submitted to the investigating 
officer within 5 working days after this date 
I (do) /(do not desire to submit a rebuttal 

(k) The commanding officer shall re¬ 
view the record of the case for complete¬ 
ness and may return it to the investigat¬ 
ing officer for further investigation. 
When the record is complete, the com¬ 
manding officer shall forward it with his 
personal recommendations and the rea¬ 
sons therefor to the Chief of Naval Per¬ 
sonnel for final action. If the applicant s 
request is for assignment to noncombat¬ 
ant duties, the commanding officer’s rec¬ 
ommendation shall include a statement 
concerning whether the applicant should 
be assigned to noncombatant duties or 
training and, if so, whether he is quali¬ 
fied and desires assignment to the Hos¬ 
pital Corps or, in the case of officers, to 
the Medical Corps, Medical Service 
Corps, Dental Corps, or Nurse Corps. If 
the member does not desire such duties 
or training, or is not qualified, the com¬ 
manding officer shall state whether his 
services can be utilized on board his pres¬ 
ent duty station if assigned a limited 
duty designator L-8. The commanding 
officer’s forwarding endorsement shall 
include the applicant’s rebuttal to the 
record, if any. 

(l) The sole purpose of these proce¬ 
dures is to determine whether an appli¬ 
cant qualifies for classification or dis¬ 
charge as a conscientious objector. Spe¬ 
cifically, interviewers and commanding 
officers should put aside considerations 
of the applicant’s value to the service 
and focus solely on the issue of whether 
the applicant meets the criteria for the 
type of conscientious objector status he 
seeks. Comments and recommendations 
by chaplains, investigating officers, and 
commanding officers shall be related di¬ 
rectly to that determination. Recom¬ 
mendations for discharge for reasons 
other than conscientious objection are 
not appropriate and should be processed 
in accordance with applicable regula¬ 
tions. 

(m) Members who were classified 
1-A-O by Selective Service prior to in¬ 
duction shall, upon induction, be trans¬ 
ferred for recruit training and shall be 
subject to noncombatant service and 
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training. The member will be required 
to sign and date the following statement: 

I have been counseled concerning designa¬ 
tion as a conscientious objector. Based on my 
religious training and belief, I consider my¬ 
self to be a conscientious objector within the 
meaning of the statute and regulations gov¬ 
erning conscientious objectors and am con¬ 
scientiously opposed to participation in com¬ 
batant training and service. I request as¬ 
signment to noncombatant duties for the 
remainder of my term of service. I fully 
understand that on expiration of my current 
term of service I am not eligible for voluntary 
enlistment, reenlistment, or active service in 
the Armed Forces. 

(n) The chaplain, hearing officers, and 
others, except the psychiatrist, who in¬ 
terview the applicant to determine the 
validity of his application shall thor¬ 
oughly evaluate the applicant and the 
application in the light of all relevant 
circumstances. Sincerity and beliefs gen¬ 
erally cannot be proved or disproved by 
direct evidence other than the applicant’s 
own statement in support of his appli¬ 
cation. Nevertheless, sincerity and beliefs 
may be proved or disproved by circum¬ 
stantial evidence, that is, by facts and 
circumstances from which, alone or in 
connection with other facts, the inter¬ 
viewing officer may, according to the 
common experiences of mankind, rea¬ 
sonably infer the existence or nonexist¬ 
ence of depth and sincerity of beliefs. 
Thus circumstantial evidence, such as 
the applicant’s past conduct and the his¬ 
tory of the development of his beliefs, is 
highly relevant in evaluating the sincer¬ 
ity of his claim and whether his beliefs 
are deeply held. The timing of a claim of 
conscientious objection is also a relevant 
circumstance, such as when the appli 
cant claims his beliefs became fixed im¬ 
mediately prior to hazardous duty or 
shortly after termination of educational 
benefits, or when there is a long period 
between the assertion of conscientious 
objection beliefs and submission of a for¬ 
mal application. 

(1) In evaluating an applicant, an in¬ 
terviewing officer, including the investi¬ 
gating officer, may consider his personal 
impressions of the applicant, such as the 
applicant’s demeanor and the manner in 
which he answers questions. Considera¬ 
tion should be given to all background 
information and any outward manifesta¬ 
tions which tend to support or rebut the 
applicant’s claim. Some examples are: 

(1) How the applicant acted when the 
opportunity arose to assert beliefs con¬ 
sistent with those now asserted. 

(ii) Whether he accepted or rejected a 
program which would extend his obli¬ 
gated service. 

(iii) Whether he volunteered or re¬ 
quested exclusion from certain billets. 

<iv) Whether he accepted or rejected 
a promotion which would require addi¬ 
tional responsibility and support of the 
military establishment. 

(v) Whether he accepted or rejected 
offers for leave or assignments which 
would require less participation In mili¬ 
tary functions. 

(2) Applicants should be carefully 
evaluated to ensure they are not object¬ 
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ing to military service solely on the basis 
of a false premise. For example, an appli¬ 
cant may state he cannot serve because 
he is opposed to murder, organized kill¬ 
ing for the sake of ideology, military ven¬ 
tures to gain territory or national w f ealth, 
and similar reasons which he indicates 
to be policies of the Government or the 
Armed Services. Political opposition to 
national policies is not necessarily an 
indication of an applicant’s objection to 
war on a moral, ethical, or religious basis. 

(3) After weighing all the informa¬ 
tion, either direct or circumstantial, if 
an interviewer or investigating officer 
is not convinced of the beliefs or sincerity 
of the applicant, he should recommend 
the application be disapproved since the 
burden is upon the applicant to establish 
his beliefs and sincerity. If interviewers 
or investigating officers do not consider 
an applicant meets the necessary criteria 
or is not sincere, they shall provide the 
basis for their opinions. 

(4) When interviewers and investigat¬ 
ing officers consider that an applicant 
meets the criteria for classification as a 
conscientious objector, they shall give 
a clear and detailed explanation of why 
and how they consider the applicant 
meets the necessary criteria for such 
classification. This explanation shall 
discuss any contradictory facts indicat¬ 
ing nonqualification or insincerity and 
rationalize the opinion in the light of 
the contradictory indicia. 

(o) All claims of conscientious objec¬ 
tion will be judged by SSS standards used 
in determining 1-0 or 1-A-O classifica¬ 
tion of draft registrants prior to induc¬ 
tion. Subject to the limitations set forth 
in this article concerning consideration 
for discharge from the naval service 
based solely on conscientious objection 
which existed but was not claimed prior 
to induction or enlistment, an applica¬ 
tion for conscientious objector status 
may be approved for any member who is 
conscientiously opposed to participation 
in war in any form when opposition is 
founded on religious training and belief 
as defined in this article, and whose 
position is sincere and deeply held. 

(1) A true conscientious objector’s 
convictions must be against all wars 
rather than a specific war. A member 
who desires to choose the war in w r hich 
he will participate is not a conscientious 
objector under the law. A belief in a 
theocratic or spiritual war between the 
powers of good and evil, where the 
weapons of warfare are spiritual and not 
carnal, does not constitute a willingness 
to participate in “war” within the mean¬ 
ing of this article. 

(2) In order to find that an applicant’s 
moral and ethical beliefs are against 
participation in war in any form and are 
held with the strength of traditional 
religious convictions, the applicant must 
show that these moral and ethical con¬ 
victions, once acquired, have directed his 
life in the way traditional religious con¬ 
victions of equal strength, depth, and 
duration have directed the lives of those 
whose beliefs are clearly found in tradi¬ 
tional religious convictions. In other 
words, the belief upon which conscien¬ 


19127 

tious objection is based must be the pri¬ 
mary controlling force in the applicant’s 
life. 

(3) A primary factor to be considered 
is the sincerity with which the belief 
is held. Great care must be exercised in 
seeking to determine whether asserted 
beliefs are honestly and genuinely held. 
The important consideration is not 
whether the applicant is sincere in want¬ 
ing to be designated a conscientious ob¬ 
jector, rather whether his asserted con¬ 
victions are sincerely held. Sincerity is 
determined by an impartial evaluation 
of the applicant’s thinking and living in 
its totality, past and present. Care must 
be exercised in determining the integrity 
of belief and the consistency of applica¬ 
tion. Information presented by the ap¬ 
plicant should be sufficient to convince 
that the applicant’s personal history re¬ 
veals views and actions strong enough 
to demonstrate the belief upon which 
conscientious objection is based is the 
primary controlling force in his life and 
that expediency or avoidance of military 
service is not the basis of his claim. The 
conduct of an applicant, in particular 
his outward manifestation of the beliefs 
asserted, will be carefully examined and 
given substantial weight in evaluating 
the application. 

(i) Relevant factors that should be 
considered in determining an applicant’s 
claim of conscientious objection include: 

(a) Training in the home and church. 

(b) Whether general demeanor and 
pattern of conduct support asserted 
beliefs. 

(c) Participation in religious activities. 

(d) Whether ethical or moral convic¬ 
tions were gained through training, 
study, contemplation, or other activity 
comparable in rigor and dedication to 
the processes by which traditional reli¬ 
gious convictions are formulated. 

(e) Credibility of the applicant. 

(/) Credibility of persons supporting 
the claim. 

For example, the applicant may have 
made some major commitments during 
the time his beliefs were developing 
which are inconsistent with his claim. 
He may have applied for conscientious 
objector status shortly after having been 
rejected for a special Navy program. He 
may have applied after becoming aware 
of the prospect of hazardous or other un¬ 
desirable duty. Taking the military oath 
of office shortly before applying for con¬ 
scientious objector status may be evi¬ 
dence of insincerity in a given case. These 
examples are noteworthy because of 
their frequent recurrence. The potential 
relevant areas of inquiry are limitless. 

(ii) Particular care must be exercised 
not to deny the existence or bona fide 
beliefs simply because those beliefs are 
incompatible wdth one’s own. Church 
membership or adherence to particular 
theological tenets are not required to 
warrant separation or assignment to 
noncombatant training and service for 
conscientious objectors. Mere affiliation 
with a church or other group which ad¬ 
vocates conscientious objection as a tenet 
of its creed is not necessarily determina¬ 
tive of an applicant’s position or belief. 
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Conversely, affiliation with a church or 
group which does not teach conscien¬ 
tious objection does not necessarily rule 
out adherence to conscientious objection 
beliefs in any given case. Where an ap¬ 
plicant is or has been a member of a 
church, religious organization, or reli¬ 
gious sect, and where his claim of con¬ 
scientious objection is related to such 
membership, inquiry may properly be 
made as to the fact of membership and 
the teaching of the church, religious or¬ 
ganization, or religious sect, as well as 
the applicant's religious activity. The 
fact the applicant may disagree with, or 
not subscribe to, some of the tenets of 
his church does not necessarily discredit 
his claim. The personal convictions of 
each applicant will be controlling so long 
as they derive from his moral, ethical, 
or religious beliefs. An applicant who is 
otherwise eligible for conscientious ob¬ 
jector status may not be denied that 
status simply because his conscientious 
objection influences his views concern¬ 
ing the nation’s domestic or foreign 
policies. The task is to decide whether 
the beliefs professed are sincerely held 
and whether they govern the claimant’s 
actions in both word and deed. 

(4) The burden of establishing a claim 
of conscientious objection as grounds for 
separation or assignment to noncom¬ 
batant training and service is on the 
applicant. To this end, he must estab¬ 
lish the following by clear and convinc¬ 
ing evidence: 

(i) That the nature or basis of his 
claim comes within the definition and 
criteria prescribed herein for conscien¬ 
tious objection. 

(ii) That his belief in connection 
therewith is honest, sincere, and deeply 
held. He also has the burden of deter¬ 
mining and setting forth the exact na¬ 
ture of his requests, i.e., whether for 
separation based on conscientious objec¬ 
tion (1-0) or for assignment to noncom¬ 
batant training and services based on 
conscientious objection (1-A-O). 

(5) An applicant claiming 1-0 status 
will not be granted 1-A-O status as a 
compromise. He may be assigned non- 
combatant status if the record of the 
case clearly indicates that his beliefs are 
actually such that he is qualified as a 
noncombatant but not for discharge as 
a conscientious objector. 

(6) Commanding officers are author¬ 
ized to return to an applicant, without 
action, any second or subsequent appli¬ 
cation that is based upon essentially the 
same grounds, or supported by essen¬ 
tially the same evidence, as a previous 
application dissapproved by the Chief of 
Naval Personnel. This authority does not 
preclude forwarding such an application 
if the commanding officer considers re¬ 
view of the application may be war¬ 
ranted. 

(p) When a determination has been 
made on the merits of the application by 
the Chief of Naval Personnel, the follow¬ 
ing actions shall be taken: 

(1) Members determined by the Chief 
of Naval Personnel to meet the criteria of 
1-0 classification will normally be dis¬ 
charged for the convenience of the Gov- 
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eminent. To avoid possible future con¬ 
fusion, conscientious objection will be 
specifically cited in the discharge docu¬ 
ment as the supporting reason when that 
is the sole reason for discharge. Pending 
separation, the member shall continue to 
be assigned duties providing the mini¬ 
mum practicable conflict with his pro¬ 
fessed beliefs and shall be required to 
maintain the same standards of perform¬ 
ance and behavior as other members as¬ 
signed to his unit. 

(2) Members (volunteers and induct¬ 
ees) with less than 180 days active duty 
who are determined to be bona fide con¬ 
scientious objectors (1-0 classification) 
and whose request for separation is made 
in time to permit discharge prior to com¬ 
pletion of 180 days duty shall be sepa¬ 
rated for the convenience of the Govern¬ 
ment by reason of conscientious objec¬ 
tion to permit completion of the remain¬ 
ing service obligation in the civilian work 
program administered by the Selective 
Service System. In such cases, the Selec¬ 
tive Service System shall be promptly 
notified of the date of discharge from 
the naval service, notified of the fact that 
the member has not completed 180 days 
active duty, and requested to induct the 
individuals for alternate service as pro¬ 
vided in the Military Selective Service 
Act. 

(3) Members for whom 1-A-O classifi¬ 
cation is determined to be appropriate 
by the Chief of Naval Personnel will be 
reassigned to noncombatant training and 
duties as indicated below or discharged 
from military service at the discretion of 
the Chief of Naval Personnel. Members 
reassigned to noncombatant duties shall 
be required to sign and date the following 
statement: 

I have been counseled concerning designa¬ 
tion a3 a conscientious objector. Based on my 
religious training and belief, I consider my¬ 
self to be a conscientious objector within the 
meaning of the statute and regulations gov¬ 
erning conscientious objectors and am con¬ 
scientiously opposed to participation in com¬ 
batant training and service. I request as¬ 
signment to noncombatant duties for the 
remainder of my term of service. I fully un¬ 
derstand that on expiration of my current 
term of service I am not eligible for voluntary 
enlistment, reenlistment, or active service in 
the Armed Forces. 

(4) Determination by the Chief of 
Naval Personnel shall be final with re¬ 
spect to the administrative separation of 
members. 

(5) Any member reassigned to non- 
combatant duties or returned to his 
normal duty assignment who, in the 
judgement of the commanding officer 
concerned, demonstrates or has previ¬ 
ously demonstrated his inability or un¬ 
willingness to cooperate in a manner 
which constitutes the basis for dis¬ 
ciplinary action shall be disciplined as in 
the case of any other member of the 
naval service who demonstrates similar 
behavior. 

(q) Personnel who are designated as 
conscientious objectors and retained in 
the service for noncombatant training or 
duties will be assigned as follows: 

(1) After completion of recruit train¬ 
ing, enlisted or inducted members may 


be transferred to the Hospital Corps for 
further training provided they volunteer 
and meet the requirements. Qualified 
members previously classified 1-A-O and 
subject to induction into certain staff 
corps related to medical fields, may be 
utilized as officers only in those staff 
corps, and only with the approval of the 
Chief of Naval Personnel. Such members 
shall not be allowed to avoid the im¬ 
portant or hazardous duties which are 
the responsibility of all members of the 
medical organization. Any member who 
does not meet the requirements for this 
training, who fails to complete the pre¬ 
scribed course of instruction, or who 
otherwise cannot be assigned to this 
training or duty, shall be employed in 
other noncombatant duties if retained in 
the naval service. 

(2) If a member cannot be utilized in 
a noncombatant assignment, the com¬ 
manding officer shall report this fact to 
the cognizant personnel distributor who 
shall transfer the member to a noncom¬ 
batant duty assignment. 

Subpart B. Marine Corps, of Subchap¬ 
ter C of Chapter VI of Title 32 of the 
Code of Federal Regulations is amended 
as follows : 

A new § 730.77 is added as follows: 

§ 730.77 Conscientious objectors. 

(a) Scope. Procedures herein apply to 
all commissioned officers, warrant of¬ 
ficers, and enlisted personnel in the 
Marine Corps and Marine Corps Reserve. 

(b) Definitions. (1) Conscientious ob¬ 
jection. A firm, fixed, and sincere objec¬ 
tion to participation in war in any form, 
or the bearing of arms, by reason of 
religious training and belief. 

(2) Class 1-0 conscientious objector. A 
member who, by reason of conscientious 
objection, sincerely objects to participa¬ 
tion of any kind in war in any form. 

(3) Class 1-A-O conscientious objec¬ 
tor. A member who, by reason of con¬ 
scientious objection, sincerely objects to 
participation as a combatant in war in 
any form, but whose convictions are such 
as to permit military service in a non- 
combatant status. 

(4) Religious training and belief. Belief 
in an external power or being or deeply 
held moral or ethical belief, to which all 
else is subordinate or upon which all else 
Js ultimately dependent, and which has 
the power or force to affect moral well 
being. The external power or being need 
not be of an orthodox deity, but may be 
a sincere and meaningful belief which 
occupies in the life of its possessor a place 
parallel to that filled by the God of an¬ 
other. or, in the case of deeply held moral 
or ethical beliefs, a belief held with the 
strength and devotion of traditional re¬ 
ligious conviction. The term “religious 
training and belief’’ may include solely 
moral or ethical beliefs even though the 
applicant himself may not characterize 
these beliefs as “religious’’ in the tradi¬ 
tional sense, or may expressly charac¬ 
terize them as not religious. The term 
“religious training and belief” does not 
include a belief which rests solely upon 
consideration of policy, pragmatism, ex¬ 
pediency, or political views. 
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(5) Noncombatant service or noncom¬ 
batant duties, (i) Any assignment the 
primary function of which does not re¬ 
quire the use of arms in combat provided 
that such other assignment is acceptable 
to the individual concerned and does not 
require him to bear arms or to be trained 
in their use. 

(ii) Service aboard an aimed ship or 
aircraft or in a combat zone shall not 
be considered to be combatant duty un¬ 
less the individual concerned is personal¬ 
ly and directly involved in the operation 
of weapons. 

<6> Noncombatant training. Any train¬ 
ing which is not concerned with the 
study, use or handling of arms or 
weapons. 

(c) Policy. (1) Conscientious objection 
does not exempt marines from active 
military service. However, as indicated 
by provisions of 50 App. U.S.C. 456 (j) and 
related statutes, it is more essential to 
respect a man’s religious beliefs than to 
force him to serve in the Marine Corps 
and accordingly a person having bona- 
fide religious objection to participation 
in war in any form (1-0 classification) 
shall not be inducted/enlisted into the 
Marine Corps. 

(2) The administrative discharge of 
Marines on active duty prior to the com¬ 
pletion of an obligated term of service 
for reasons of conscientious objection 
shall be at the discretion of the Com¬ 
mandant of the Marine Corps and will 
be determined by a judgment of the facts 
and circumstances. However, a request 
for classification as a conscientious ob¬ 
jector and relief from or restriction of 
military duties in consequence thereof 
will be approved to the extent practicable 
and equitable within the following limita¬ 
tions: 

(i) Except as provided for in this order, 
no Marine who possesses conscientious 
objection beliefs before entering military 
service is eligible for classification as a 
conscientious objector if he failed to re¬ 
quest classification as a conscientious ob¬ 
jector by the Selective Service System 
or if a request for classification as a con¬ 
scientious objector was disapproved by 
the Selective Service System and a sub¬ 
sequent request is based upon essentially 
the same grounds, or supported by es¬ 
sentially the same evidence as the request 
denied by the Selective Service System. 

(ii) A Marine who possessed conscien¬ 
tious objector beliefs prior to entering the 
Marine Corps is eligible for classification 
as a conscientious objector if: 

(a) Such beliefs crystalized after re¬ 
ceipt of induction notice/enlistment; 

(b) He could not request classification 
as a conscientious objector by the Selec¬ 
tive Service System because of Selective 
Service regulations prohibiting the sub¬ 
mission of such requests after receipt of 
induction notice. 

(3) Individuals inducted into the Ma¬ 
rine Corps under 1-A-O Selective Service 
classification will be assigned to non- 
combatant duties. Marines in this cate¬ 
gory will be required by the commanding 
general of the appropriate recruit train¬ 
ing depot to sign and date a statement 


as set forth in subparagraph (1) of this 
paragraph. The original copy will be in¬ 
cluded in the Marine’s service record 
book and a copy forwarded to the Com¬ 
mandant of the Marine Corps (code DG). 

(4) The Commandant of the Marine 
Corps (code DP) will be notified when: 

(i) Inducted Marines claim to have 
been classified as conscientious objectors 
by the Selective Service System, but rec¬ 
ords do not so indicate, or 

(ii) Inducted Marines claim they were 
erroneously denied Selective Service 
classification as conscientious objectors. 

(5) In those circumstances cited in 
subparagraph (4) of this paragraph 
upon receipt of notification tliat the in¬ 
dividuals claim to have been classified 
as a conscientious objector or erroneous¬ 
ly denied such classification by the Selec¬ 
tive Service System, the Commandant of 
the Marine Corps will contact the Selec¬ 
tive Service System to resolve such con¬ 
flict. 

(d) Criteria. (1) General: The cri¬ 
teria set forth herein provided policy and 
guidance in considering applications for 
separation or for assignment to noncom¬ 
batant training and service based on 
conscientious objection. 

(2) Consistent with the national pol¬ 
icy to recognize the claims of bona fide 
conscientious objectors in the military 
service, an application for classification 
as a conscientious objector may be ap¬ 
proved (subject to the limitations of par¬ 
agraph (c)(2) of this section) for any 
Marine: 

(i) Who is conscientiously opposed to 
participation in war in any form; 

(ii) Whose opposition is founded on 
religious training and belief; and 

(iii) Whose position is sincere and 
deeply held. 

(3) The clause “war in any form” will 
be interpreted in the following manner: 

(i> An individual who desires to choose 
the war in which he will participate is 
not a conscientious objector under the 
law. His objection must be to all wars 
rather than a specific war; 

(ii) A belief in a theocratic or spiritual 
war between the powers of good and evil 
does not constitute a willingness to par¬ 
ticipate in “war” within the meaning of 
this order. 

(4 > Religious training and belief: 

(i) In order to find that an applicant’s 
moral and ethical beliefs are against 
participation in war in any form and 
are held with the strength of traditional 
religious convictions, the applicant must 
show that these moral and ethical con¬ 
victions. once acquired, have directed his 
life in the way traditional religious con¬ 
victions of equal strength, depth, and 
duration have directed the lives of those 
whose beliefs are clearly found in tra¬ 
ditional religious convictions. In other 
words, the belief upon which conscien¬ 
tious objection is based must be the pri¬ 
mary controlling force in the applicant’s 
life. 

(ii) A primary factor to be considered 
is the sincerity with which the belief is 
held. Great care must be exercised in 
seeking to determine whether asserted 
beliefs are honestly and genuinely held. 


Sincerity is determined by an impartial 
evaluation of the applicant’s thinking 
and living in its totality, past and pres¬ 
ent. Care must be exercised in deter¬ 
mining the integrity of belief and the 
consistency of application. Information 
presented by the claimant should be suf¬ 
ficient to convince that the claimant's 
personal history reveals views and ac¬ 
tions strong enough to demonstrate that 
expediency or avoidance of military serv¬ 
ice is not the basis of his claim. There¬ 
fore. in evaluating applications the con¬ 
duct of applicants, in particular their 
outward manifestation of the beliefs as¬ 
serted. will be carefully examined and 
given substantial w’eight. 

(iii) Relevant factors that should be 
considered in determining an applicant’s 
claim of conscientious objection include: 
Training in the home and church; gen¬ 
eral demeanor and pattern of conduct; 
participation in religious activities; 
whether ethical or moral convictions 
were gained through training, study, 
contemplation, or other activity com¬ 
parable in rigor and dedication to the 
processes by which traditional religious 
convictions are formulated; credibility 
of the applicant; and credibility of per¬ 
sons supporting the claim. 

(iv > Particular care must be exercised 
by individuals processing applications 
not to deny the existence of bona fide 
beliefs that are incompatible with one's 
own. 

(v) Church membership or adherence 
to particular theological tenets are not 
required to warrant separation or assign¬ 
ment to noncombatant training and 
service for conscientious objectors. 

(vi) Mere affiliation with a church or 
other group which advocates conscien¬ 
tious objection as a tenet of its creed is 
not necessarily determinative of an ap¬ 
plicant’s position or belief. 

(vii) Conversely, affiliation with a 
church or group which does not teach 
conscientious objection does not neces¬ 
sarily rule out adherence to conscientious 
objection beliefs in any given case. 

(viii) Where an applicant is or has 
been a member of a church, religious or¬ 
ganization, or religious sect, and where 
his claim of conscientious objection is re¬ 
lated to such membership, inquiry may 
properly be made as to the fact of mem¬ 
bership, and the teaching of the church, 
religious organization, or religious sect, 
as well as the applicant’s religious activ¬ 
ity. How r ever, the fact that the appli¬ 
cant may disagree with, or not subscribe 
to, some of the tenets of his chruch does 
not necessarly discredit his claim. The 
personal convictions of each individual 
w r ill be controlling so long as they derive 
from his moral, ethical, or religious be¬ 
liefs. 

(ix) Moreover, an applicant who is 
otherwise eligible for conscientious ob¬ 
jector status may not be denied that 
status simply because his conscientious 
objection influences his views concerning 
the Nation’s domestic or foreign policies. 
The task is to decide whether the beliefs 
professed are sincerely held, and whether 
they govern the claimant’s actions both 
in word and deed. 
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(5) The burden of establishing a claim 
of conscientious objection as a ground 
for separation or assignment to noncom¬ 
batant training and service is on the ap¬ 
plicant. To this end, he must establish 
by clear and convicing evidence that the 
nature or basis of his claim comes within 
the definition of and criteria prescribed 
herein for conscientious objection and 
that his belief in connection therewith is 
honest, sincere, and deeply held. The 
claimant has the burden of determining 
and setting forth the exact nature of his 
request, i.e., whether for separation based 
on conscientious objection (1-0) or for 
assignment to noncombatant training 
and service based on conscientious objec¬ 
tion (1-A-O). 

(6) An applicant claiming 1-0 status 
shall not be granted 1-A-O status as a 
compromise. 

(7) Provisions of this order will not 
be used to effect administrative separa¬ 
tions of Marines who do not qualify as 
conscientious objectors, or in lieu of ad¬ 
ministrative separations otherwise set 
forth in this part (MCOP 1900.16). Ma¬ 
rines determined not qualified for con¬ 
scientious objector status, but the sepa¬ 
ration of whom would otherwise appear 
to be in the interest of the Marine Corps 
will be considered for administrative 
separation under the provisions of this 
part (MCOP 1900.16). 

(e) Procedures. (1) A Marine who 
seeks either separation or assignment to 
noncombatant duties by reason of con¬ 
scientious objection will submit an appli¬ 
cation therefor. The application will in¬ 
dicate whether he is seeking a discharge 
or assignment to noncombatant duties 
and will include the following items: 

(1) The personal information required 
by enclosures (2) and (3).* 

(ii) Any other items which the appli¬ 
cant desires to submit in support of his 
case. 

(2) Prior to processing the applica¬ 
tion of the individual, he will be advised 
of the specific provisions of 38 U.S..C 3103 
regarding the possible effects of dis¬ 
charge as a conscientious objector who 
refuses to perform military duty or re¬ 
fuses to wear the uniform or otherwise 
to comply with lawful orders, and re¬ 
quired to execute the statement con¬ 
tained in enclosure (3).* 

(3) The applicant shall be personally 
interviewed by a chaplain who shall 
submit a written opinion as to the na¬ 
ture and basis of the applicant's claim, 
and as to the applicant’s sincerity and 
depth of conviction. "The chaplain’s re¬ 
port shall include specific reasons for 
his conclusions." In addition, the appli¬ 
cant will be interviewed by a psychiatrist 
(or by a medical officer if a psychiatrist 
is not reasonably available) who shall 
submit a written report of psychiatric 
evaluation indicating the presence or ab¬ 
sence of any psychiatric disorder which 
would warrant treatment or disposition 
through medical channels, or such char¬ 
acter or personality disorder as to war- 


1 Piled as part of the original document. 
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rant recommendation for appropriate 
administrative action. This opinion and 
report will become part of the applica¬ 
tion. If the applicant refuses to partici¬ 
pate or is uncooperative or unresponsive 
in the course of the interviews, this fact 
will be included in the statement and re¬ 
port filed by the chaplain and psychi¬ 
atrist or medical officer. 

(4) The commander exercising special 
court-martial jurisdiction over the ap¬ 
plicant, will appoint an officer in the 
grade of 0-3 or higher, knowledgeable in 
policies and procedures relating to con¬ 
scientious objector matters, to investi¬ 
gate the applicant’s claim. The officer so 
appointed will not be an individual in 
the chain of command of the applicant. 
If the applicant is a commissioned officer, 
the investigating officer must be senior 
in both temporary and permanent grades 
to the applicant. 

(5) Upon appointment, the investigat¬ 
ing officer will review the applicable Ma¬ 
rine Corps regulations. During the course 
of his investigation, the investigating of¬ 
ficer will obtain all necessary legal advice 
for the local staff judge advocate or legal 
officer. As part of his investigation, the 
investigating officer will seek information 
from commanders, supervisors, records, 
and any other sources which may con¬ 
tribute to his final recommendation. 
Whenever possible, information so ob¬ 
tained will be presented to the applicant 
at the hearing. 

(6) The investigating officer will con¬ 
duct a hearing on the application. The 
purpose of the hearing is to afford the 
applicant an opportunity to present any 
evidence he desires in support of his ap¬ 
plication; to enable the investigating of¬ 
ficer to ascertain and assemble all rele¬ 
vant facts; to create a comprehensive 
record; and to facilitate an informed 
recommendation by the investigating of¬ 
ficer and an informed decision on the 
merits by higher authority. 

(i) If the applicant desires, he shall 
be entitled to be represented by counsel, 
at his own expense, who shall be per¬ 
mitted to be present at the hearing, as¬ 
sist the applicant in the presentation of 
his case, and examine all items in the 
file. 

(ii) Should the applicant refuse to 
make a statement, orally or in writing 
during the conduct of the hearing, he 
will submit a signed statement in his 
own handwriting that he has been af¬ 
forded the opportunity at the hearing to 
appear in person, with counsel retained 
by him, if desired, and that he refuses to 
make a statement. 

(iii) In this regard, any failure or re¬ 
fusal of the applicant to submit to ques¬ 
tioning under oath or affirmation before 
the investigating officer may be consid¬ 
ered by tiie officer making his recom¬ 
mendation and evaluation of the appli¬ 
cant’s claim. 

(iv) If the applicant fails to appear at 
the hearing without good cause, the in¬ 
vestigating officer may proceed in his ab¬ 
sence and the applicant will be deemed 
to have waived his appearance. 

(v) The hearing will be informal in 
character and will not be governed by 


the rules of evidence employed by courts- 
martial except that all oral testimony 
presented shall be under oath or affirma¬ 
tion. Any relevant evidence may be re¬ 
ceived. Statements obtained from per¬ 
sons not present at the hearing need not 
be made under oath or affirmation. The 
hearing is not an adversary proceeding. 

(vi) The applicant may submit any 
additional evidence that he desires (in¬ 
cluding sworn or unsworn statements) 
and present any witnesses in his own be¬ 
half, but he shall be responsible for se¬ 
curing their attendance. Commanders 
will render all reasonable assistance in 
making available military members of 
his command requested by the applicant 
as witnesses. Further, the applicant will 
be permitted to question any other wit¬ 
nesses who appear and to examine all 
items in the record. 

(vii) A verbatim record of the hearing 
is not required. If the applicant desires 
such a record and agrees to provide it at 
his own expense, he may do so. If he 
elects to provide such a record, he shall 
make a copy thereof available to the in¬ 
vestigating officer, at no expense to the 
Government, at the conclusion of the 
hearing. In the absence of a verbatim 
record, the investigating officer will sum¬ 
marize the testimony of witnesses and 
permit the applicant or his counsel to 
examine the summaries and note for the 
record their differences with the in¬ 
vestigating officer’s summary. Copies of 
statements and other documents received 
in evidence will be made a part of the 
hearing record. The investigating officer 
has the responsibilty for authenticating 
the hearing record. His version is final 
as to the record of the testimony of the 
witnesses. 

(7) At the conclusion of the investiga¬ 
tion, the investigating officer will pre¬ 
pare a written report which will contain 
the following: 

(i) A statement as to whether the ap¬ 
plicant appeared, whether he was ac¬ 
companied by counsel, and, if so, the 
latter's identity, and whether the nature 
and purpose of the hearing were ex¬ 
plained to the applicant and under¬ 
stood by him. 

(ii) Any documents, statements, and 
other material received during the in¬ 
vestigation. 

(iii) Summaries of the testimony of 
the witnesses presented (or a verbatim 
record of the testimony if such record 
was made). 

(iv) A statement of the investigating 
officer’s conclusion as to the underlying 
basis of the applicant’s conscientious ob¬ 
jection and the sincerity of the appli¬ 
cant’s beliefs, including his reasons for 
such conclusions. 

(v) The investigating officer’s recom¬ 
mendation for disposition of the case, 
including his reasons therefor (insure 
compliance with paragraph (d) (7)) of 
this section. The actions recommended 
will be limited to the following: 

(a) Denial of any classification as a 
conscientious objector; or 

(b) Classification as 1-A-O conscien¬ 
tious objector; or 
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<c) Classification as 1-0 conscien¬ 
tious objector. 

(vi) The investigating officers report, 
along with the individual’s application, 
all interviews with chaplains or doctors 
evidence received as a result of the inves¬ 
tigating officer’s hearing, and any 
other items submitted by the applicant 
in support of his case will constitute 
the record. The investigating officer’s 
conclusions and recommended disposi¬ 
tion will be based on the entire record 
and not merely on the evidence produced 
at the hearings. A copy of the record 
will be furnished to the applicant at the 
time it is forwarded to the commander 
who appointed the investigating officer, 
and the applicant will be informed that 
he has the right to submit a rebuttal to 
the report within 7 days. 

(8) The record of the case will be for¬ 
warded to the headquarters of the offi¬ 
cer who appointed the investigating of¬ 
ficer where it shall be reviewed for com¬ 
pleteness and legal sufficiency. If neces¬ 
sary, the case may be returned to the 
investigating officer for further investi¬ 
gation. When the record is complete, 
the commanding officer who appointed 
the investigating officer shall forward 
it with his personal recommendation for 
disposition and the reasons therefor, 
through the appropriate chain of com¬ 
mand, to the Commandant of the Ma¬ 
rine Corps (code DF) for determination 
of action. Each officer in the chain of 
command will provide a specific recom¬ 
mendation. 

(9) The commanding officer providing 
the final endorsement will, prior to for¬ 
warding the application to the Com¬ 
mandant of the Marine Corps, furnish 
the applicant a copy of any material he 
lias not seen plus any forwarding en¬ 
dorsements containing recommenda¬ 
tions. The applicant will be informed 
that he has the right to submit a rebut¬ 
tal to the additional material within 7 
days. The applicants comments will be 
attached to the report or a statement 
will be made in the forwarding endorse¬ 
ment that he elected not to comment or 
did not comment within the allotted 7 
days. 

(10) A final decision based on the 
entire record will be made at Head¬ 
quarters Marine Corps. Any additional 
information other than the official serv¬ 
ice record of the applicant considered 
which is adverse to the applicant, and 
which the applicant has not had an op¬ 
portunity to comment upon or refute, 
will be made a part of the record and 
the applicant shall be given an oppor¬ 
tunity to comment upon or refute the 
material before a final decision is made. 
The reason for an adverse decision will 
be made a part of the record and will be 
provided to the Individual. 

(11) Processing of applications need 
not be abated by the unauthorized ab¬ 
sence of the applicant subsequent to the 
initiation of the application, or by the 
institution of disciplinary action or 
administrative separation proceedings 
against him. However, an applicant 
whose request for classification as a con¬ 
scientious objector has been approved 


will not be discharged until all dis¬ 
ciplinary action has been resolved. 

(12) To the extent practicable under 
the circumstances, during the period ap¬ 
plications are being processed and until 
a decision is made at Headquarters 
Marine Corps, every effort will be made 
to assign applicants to duties within the 
command to which they are assigned 
which will conflict as little as possible 
with their asserted beliefs. 

(13) If a Maxine has made applica¬ 
tion prior to receiving PCS orders, he 
will be retained at his command pending 
final decision of his application. The 
Commandant of the Marine Corps (code 
DF) will be notified of this action and 
commanders will request advice relative 
to the PCS orders issued. A Marine who 
desii’es to apply for conscientious ob¬ 
jector status subsequent to receiving PCS 
orders will comply with the reassign¬ 
ment orders issued. 

(14) During the period applications 
are being processed, applicants will be 
expected to conform to the normal re¬ 
quirements of the command and per¬ 
form satisfactorily such duties as they 
may be assigned. Applicants may be dis¬ 
ciplined for violations of the Uniform 
Code of Militai-y Justice while awaiting 
action on their applications. 

(15) A Marine reservist ordered to in- 
voluntaiy active duty will repoil; as or¬ 
dered, unless his application for con¬ 
scientious objector status was made prior 
to the receipt of notification of his com¬ 
manding officer’s intent to recommend 
him for involuntaiT active duty. 

(16) A Marine reservist who applies 
for conscientious objector status subse¬ 
quent to receiving notification of his 
commanding officer’s intent to recom¬ 
mend him for involuntary active duty 
will carry out orders issued and be em¬ 
ployed in duties in accordance with pro¬ 
visions of subparagraph (12) of this 
paragraph. 

(f) Classification —(1) Discharge —(i) 
Applicants requesting discharge who are 
deteraiined to be 1-0 conscientious ob¬ 
jectors by Headquarters Marine Corps 
will be discharged “For the Convenience 
of the Government” with an entry in the 
service record and on the discharge docu¬ 
ment that the reason for separation is 
conscientious objection. The type of dis¬ 
charge issued will be governed by the 
applicant’s service record and provisions 
of this part (MCO P1900.16). The Direc¬ 
tor of the Selective Service System will 
be promptly notified of the discharge of 
those who have served less than 180 days 
on active duty. Pending separation, the 
applicant will continue to be assigned 
duties providing the minimum practic¬ 
able conflict with his professed beliefs 
and will be expected to conform to the 
normal requirements of the command 
and to perform satisfactorily such duties 
to which he is assigned. Applicants may 
be discharged for violations under the 
Unifoi’m Code of Military Justice while 
awaiting discharge, in addition to such 
other disciplinary and/or administrative 
action as may be deemed appropriate. 

(ii) If the Selective Seiwice System 
advises that induction was in fact 


erroneous under subpai*agi*aph 5d above, 
the claimant will be separated or as¬ 
signed to noncombatant duties as he de¬ 
sires. If the Selective Service System ad¬ 
vises that there was in fact a denial of 
a right or a significant procedural error 
in the evaluation of a claim, the induc¬ 
tion will be considered erroneous and 
the individual discharged in accordance 
with this part (MCO PI900.16). 

(2) Assignment . (i> Applicants re¬ 
questing assignment to noncombatant 
duties who are determined to be class 
1-A-O conscientious objectors by Head¬ 
quarters Marine Corps will be reassigned 
to noncombatant training duties as indi¬ 
cated below or discharged at the discx*e- 
tlon of the Commandant of the Marine 
Corps. Each applicant will be required to 
execute the statement attached as en¬ 
closure (l). 4 

(ii) If the Selective Service System 
advises that any claim under paragraph 
(c)(4) of this section is unfounded or 
makes a final determination adverse to 
any claim, the claimant will be so 
informed and returned to full duty. 

(ill) Inductees classified as 1-A-O by 
the Selective Service System will be as¬ 
signed to regular recruit platoons and will 
participate in all regular recruit train¬ 
ing except that concerning the use or 
studying of or handling of, firearms or 
weapons. The Commandant of the Marine 
Corps (code DF) will be notified of in¬ 
ductees so classified, to include the oc¬ 
cupational field acceptable to the indi¬ 
vidual conscientious objector. 

(iv) Enlistees who apply for conscien¬ 
tious objector status subsequent to com¬ 
mencement of recruit training will com¬ 
plete the regular recruit training except 
that concerning the use or studying of, or 
handling of, firearms or weapons and 
will list in their application three of the 
OF’s in subdivision (vi) of this subpara¬ 
graph that are acceptable to them. 

(v) During recruit training involving 
the use and handling of firearms or 
weapons the inductee/enlistee conscien¬ 
tious objector will receive noncombatant 
training with other platoons or perform 
useful woi*k. 

(vi) A conscientious objector will not 
be assigned to individual combat train¬ 
ing. Instead, upon completion of recruit 
training, he will be assigned directly to 
appropriate basic specialty training or 
on-the-job training to qualify in an MOS 
within OF’s 01, 04, 15, 25, 30, 31, 32, 33. 
34, 35, 40, 41.46, or 55. 

(vii) Subsequent to basic specialty 
training or on-the-job training, con¬ 
scientious objectors will be utilized in 
their MOS’s and/or in other duties which 
are consistent with paragraph (b) (5) (i) 
of this section. These assignments will 
be the responsibility of the command to 
which the conscientious objector is as¬ 
signed. Nothing in the foregoing will pre¬ 
clude assignment of consientious objec¬ 
tors to Fleet Mailne Force units, or over¬ 
seas, or in combat areas. 

(viii) The disposition of Marine of¬ 
ficers classified as conscientious objectors 


* Filed as part of the original document. 
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will be determined at Headquarters Ma¬ 
rine Corps. 

(3) Marines who are assigned to non- 
combatant duties, and persons who are 
assigned to normal military duties by 
reason of disapproval of their applica¬ 
tion, will be expected to conform to the 
normal requirements of the command 
and to perform satisfactorily such duties 
to which they are assigned. Violations 
of the Uniform Code of Military Justice 
by these members will be treated as in 
any other situation. 

(g) Promotion. Promotion of con¬ 
scientious objectors is permitted provided 
they meet all requirements prescribed 
for their assigned occupational fields and 
if, in the opinion of the commanding 
officer, the status of the individual in no 
way hampers him in the performance of 
the duties expected of that grade. A 
Marine’s status as a conscientious objec¬ 
tor, in itself, will not affect promotion, 
nor will special provisions in existing 
promotion procedures be established. 

(Secs. 280, 1162, 1163, 6291-6298, 70A Stat. 
14, 89. 391-393, as amended, 76 Stat. 508, 517; 
sec. 301, 80 Stat. 379; 5 U.S.C. 301. 10 U.S.C. 
133, 280, 1162, 1163, 1168, 1169, 1171, 6292, 
6294) 

[seal] H. B. Robertson, Jr., 

Rear Admiral, JAGC, U.S. Navy, 
Acting Judge Advocate General. 

September 8,1972. 

[FR Doc.72-15622 Piled 9-18-72;8:45 ami 

Title 38—PENSIONS, BONUSES, 
AND VETERANS’ RELIEF 

Chapter I—Veterans Administration 

PART 2—DELEGATIONS OF 
AUTHORITY 

PART 3—ADJUDICATION 
Miscellaneous Amendments 

The following regulatory provisions, 
implementing the provisions of Public 
Law 92-328 (86 Stat. 393) are effective 
August 1, 1972, except the amendments 
to §5 2.68a, 3.100, 3.901, and 3.905 which 
are effective June 30, 1972. Compliance 
with the provisions of § 1.12 of this chap¬ 
ter, as to notice of proposed regulatory 
development is unnecessary in this 
instance and would be impracticable and 
contrary to the public interest inasmuch 
as the delay required would delay pay¬ 
ment of benefits authorized by Public 
Law 92—328. 

1. Section 2.68a is revised to read as 
follows: 

§ 2.68a Director, Compensation and Pen¬ 
sion Service and personnel of that 
service designated by him authorized 
to determine whether claimant or 
payee has forfeited right to gratui¬ 
tous benefits or to remit a prior for¬ 
feiture pursuant to provisions of 38 
U.S.C. 3503 or 3504. 

This delegation of authority is identi¬ 
cal to 5 3.100(c) of this chapter. 


2. In S 3.100, paragraph (c) is 
amended to read as follows: 

§ 3.100 Delegations of authority. 

• • • + * 

(c) Authority is delegated to the Di¬ 
rector, Compensation and Pension Serv¬ 
ice, and to personnel of that service 
designated by him to determine whether 
a claimant or payee has forfeited the 
right to gratuitious benefits pursuant to 
the provisions of 38 U.S.C. 3503 or 3504. 
See § 3.905. (38 U.S.C. 212(a)) 

3. In § 3.350, those portions of para¬ 

graphs (a), (b), (c), (e), and (i) pre¬ 
ceding subparagraph (1) and paragraphs 

(d), (f) (1) and (2), and (h) are 

amended to read as follows: 

§ 3.350. Special monthly compensation 

ratings. 

The rates of special monthly compen¬ 
sation stated in this section are those 
provided under 38 U.S.C. 314 based on 
wartime service. For disabilities due to 
peacetime service, the rate is 80 percent 
of the wartime rate, as provided in 38 
U.S.C. 334. 

(a) Ratings under 38 U.S.C. 314(k). 
Special monthly compensation ($47 war¬ 
time rate) is payable for each anatomi¬ 
cal loss or loss of use of one hand, one 
foot, both buttocks, one or more creative 
organs, blindness of one eye having only 
light perception, deafness of both ears, 
having absence of air and bone conduc¬ 
tion, or complete organic aphonia with 
constant inability to communicate by 
speech. This special compensation is pay¬ 
able in addition to the basic rate of com¬ 
pensation otherwise payable on the basis 
of degree of disability, provided that the 
combined rate of compensation does not 
exceed $616 monthly when authorized in 
conjunction with any of the provisions 
of 38 U.S.C. 314 (a) through (j) or (s). 
When there is entitlement under 38 
U.S.C. 314 (1) through (n) or an inter¬ 
mediate rate under (p) such additional 
allowance is payable for each such ana¬ 
tomical loss or loss of use existing in 
addition to the requirements for the 
basic rates, provided the total does not 
exceed $862 per month. The limitations 
on the maximum compensation payable 
under this paragraph are independent of 
and do not preclude payment of addi¬ 
tional compensation for dependents un¬ 
der 38 U.S.C. 315, or the special allow¬ 
ance for aid and attendance provided by 
38 U.S.C. 314(r). (Public Law 92-328. 86 
Stat. 393) 

• • • * + 

(b) Ratings under 38 U.S.C. 314 U). 
The special monthly compensation pro¬ 
vided by 38 UJS.C. 314(1) is payable for 
anatomical loss or loss of use of both 
hands, both feet, one hand and one foot, 
blindness in both eyes with visual acuity 
of 5/200 or less or being permanently 
bedridden or so helpless as to be in 
need of regular aid and attendance. The 
monthly rate is $616. 


(c) Ratings under 38 U.S.C. 314 <m). 
The special monthly compensation pro¬ 
vided by 38 U.S.C. 314(m) is payable for 


anatomical loss or loss of use of two 
extremities at a level or with complica¬ 
tions preventing natural elbow or knee 
action with prosthesis in place; or for 
blindness in both eyes having only light 
perception; or for blindness in both eves 
rendering him so helpless as to be in 
need of regular aid and attendance Th* 
monthly rate is $678. ' 


(d) Ratings under 38 U.S.C. 314 m) 
The special monthly compensation pro¬ 
vided by 38 U.S.C. 314(n) is payable for 
the anatomical loss of two extremities so 
near the shoulder or hip as to prevent 
the use of a prosthetic appliance or 
anatomical loss of both eyes. The rate 
is $770 per month. Amputation is a pre¬ 
requisite. If a prosthesis cannot be worn 
at the present level of amputation but 
could be applied if there were a reampu¬ 
tation at a higher level the requirements 
of this paragraph are not met; instead, 
consideration will be given to loss of 
natural elbow or knee action. 

(e) Ratings under 38 U.S.C. 314(o) 
The special monthly compensation pro¬ 
vided by 38 U.S.C. 314 (o) is payable for 
conditions entitling to two or more of 
the rates (no condition being considered 
twice) provided in 38 U.S.C. 3140) 
through (n) or for bilateral deafness 
rated at 60 percent or more disabling, 
and the hearing impairment in one or 
both ears is service connected, in com¬ 
bination with service-connected blind¬ 
ness with bilateral visual acuity 5/200 
or less. The monthly rate is $862. 


(f) Intermediate or next higher rate; 
38 U.S.C. 314(p) —(1) Extremities, (i) 
Anatomical loss or loss of use of one 
extremity with the anatomical loss or 
loss of use of another extremity at a 
level or with complications preventing 
natural elbow or knee action with 
prosthesis in place will entitle to the rate 
intermediate between 38 U.S.C. 314(1) 
and (m). The monthly rate is $647. 

(ii) Anatomical loss or loss of use of 
one extremity with anatomical loss of 
another extremity so near the shoulder 
or hip as to prevent the use of a pros¬ 
thetic appliance will entitle to the rate 
equal to 38 UJS.C. 314 (m). The monthly 
rate is $678. 

(ill) Anatomical loss or loss of use of 
extremity at a level preventing natural 
elbow or knee action with prosthesis in 
place with anatomical loss of another ex¬ 
tremity so near the shoulder or hip as 
to prevent the use of a prosthetic ap¬ 
pliance will entitle to the rate inter¬ 
mediate between 38 U.S.C. 314 (m) and 
(n). The monthly rate is $724. 

(2) Eyes, bilateral, and blindness in 
connection with deafness, (i) Blindness 
of one eye with 5/200 visual acuity or less 
and blindness of the other eye having 
only light perception will entitle to the 
rate intermediate between 38 U.S.C. 314 
(1) and (m). The monthly rate is $647. 

(ii) Blindness of one eye with 5/200 
visual acuity or less and anatomical loss, 
or blindness having no light perception 
accompanied by phthisis bulbi, eviscera¬ 
tion, or other obvious deformity or dis- 
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flrrurement of the other eye, will entitle 
to a rate equal to 38 U.S.C. 314(m). The 
monthly rate is $678. 

(ill) Blindness of one eye having only 
light perception and anatomical loss, or 
blindness having no light perception ac¬ 
companied by phthisis bulbi, evisceration, 
or other obvious deformity or disfigure¬ 
ment of the eye, will entitle to a rate in¬ 
termediate between 38 U.S.C. 314 (m) 
and (n). The monthly rate is $724. 

(iv) Total blindness of both eyes hav¬ 
ing no light preception accompanied by 
phthisis bulbi, evisceration, or other ob¬ 
vious deformity or disfigurement will en¬ 
title to a rate equal to 38 U.S.C. 314(n). 
The monthly rate is $770. 

(v) Blindness in both eyes rated under 

38 U.S.C. 314 (1), (m), or (n), or under 
the intermediate or next higher rate pro¬ 
visions outlined above, when accom¬ 
panied by: j . . , . . 

(a) Service-connected total deafness 
in one ear, will afford entitlement to the 
next higher intermediate rate or if the 
veteran is already entitled to an inter¬ 
mediate rate to the next higher statutory 
rate under 38 U.S.C. 314, but not higher 
than the (o) rate; or 

(b) Bilateral deafness rated at no less 
than 40 percent, and the hearing impair¬ 
ment in one or both ears is service con¬ 
nected, will afford entitlement to the next 
higher statutory rate under 38 U.S.C. 314 
or if the veteran is already entitled to 
an intermediate rate to the next higher 
intermediate rate, but in no event higher 
than the rate for (o). 

• • • • • 

(h) Special aid and attendance "bene¬ 
fit in maximum monthly compensation 
cases; 38 U.S.C. 314(r). A veteran re¬ 
ceiving the maximum rate ($862) of spe¬ 
cial monthly compensation under any 
provision or combination of provisions 
in 38 U.S.C. 314 who is in need of regular 
aid and attendance is entitled to an ad¬ 
ditional allowance during periods he is 
not hospitalized at U.S. Government 
expense. (See § 3.552(b) (2) as to con¬ 
tinuance following admission for hospi¬ 
talization.) The rate is $370. Determina¬ 
tion of this need is subject to the criteria 
of § 3.352. This additional allowance is 
payable whether or not the need for reg¬ 
ular aid and attendance was a partial 
basis for entitlement to the maximum 
$862 rate, or was based on an independ¬ 
ent factual determination. 

(i) Total plus 60 percent , or house¬ 
bound; 38 U.S.C. 314(s). The special 
monthly compensation at the rate of $554 
provided by 38 U.S.C. 314 (s) is payable 
where the veteran has a single service- 
connected disability rated as 100 percent 
under regular scheduled evaluation and, 

• * • • • 

4. In § 3.400(j) # subparagraph (6) is 
added to read as follows: 

§ 3. 100 General. 

• * • • • 

(j) Election of Veterans Administra¬ 
tion benefits (§ 3.700 series). • • • 

(6) August 1, 1972, as to pension pay¬ 
able under Public Law (73 Stat. 432) as 
amended by Public Law 92-328 (86 Stat. 


393) if there was basic eligibility on that 
date based on death of a veteran of the 
Spanish-American War and an election 
is filed prior to December 1, 1972. 

• ♦ • • • 

5. In § 3.551, paragraphs (a), (b), and 

(c) (1) are amended and paragraph (g) 
is added so that the added and amended 
material reads as follows: 

§ 3.551 Reduction because of hospital¬ 
ization. 

(a) General. Pension in excess of $30 
monthly is subject to reduction when a 
veteran who has neither wife, child, nor 
dependent parent is hospitalized, unless 
the veteran is hospitalized for Hansen’s 
disease. The provisions of this section 
apply to initial periods of hospitalization 
and to readmissions following discharge 
from a prior period of hospitalization. If 
the veteran is hospitalized for observa¬ 
tion and examination, the date treat¬ 
ment began is considered the date of 
admission. Special rules governing dis¬ 
continuance of aid and attendance allow¬ 
ance are contained in § 3.552 and for dis¬ 
continuance of awards for incompetent 
veterans in § 3.557. Except as otherwise 
indicated the terms “hospitalized” and 
“hospitalization” in §§ 3.551 through 
3.559 mean: 

(1) Hospital treatment in a Veterans 
Administration hospital or in any hos¬ 
pital at Veterans Administration ex¬ 
pense. 

(2) Institutional, domiciliary, or nurs¬ 
ing home care in a Veterans Administra¬ 
tion institution or domiciliary or at 
Veterans Administration expenses. 

(b) Reduction after 6 months. Pension 
(except as provided in paragraph (c) of 
this section) in excess of $30 monthly 
for a veteran who has neither wife, child, 
nor dependent parent shall continue at 
the full monthly rate until the end of 
the sixth calendar month following the 
month of admission for hospitalization. 
The rate payable will be reduced effec¬ 
tive the first day of the seventh calendar 
month to $30 monthly or 50 percent of 
the amount otherwise payable, whichever 
Is greater. The reduced rate will be effec¬ 
tive the first day of the seventh calendar 
month following admission or the first 
day of the month following the month in 
which action is taken, which ever is later. 
Payment of the amount withheld may be 
made on termination of hospitalization, 
as provided in 5 3.556. (Public Law 92- 
328; 86 Stat. 393) 

(c) Reduction after 2 months. • • • 

(1) Where pension was being paid to a 

married veteran at the rate prescribed by 
38 U.S.C. 521(b). all or any part of the 
rates payable under 38 U.S.C. 521(c) or 
(c) and (e) may be apportioned for an 
estranged wife as provided in § 3.454(b). 
(38 U.S.C. 3203(a); Public Law 92-328, 
86 Stat. 393) 

« # * • • 

(g) Settlement of previously withheld 
compensation or retirement pay. Com¬ 
pensation or retirement pay withheld 
pursuant to the provisions of paragraph 
(b) of this section as it was constituted 
prior to August 1,1972, shall be paid in a 


lump sum to the veteran if competent. If 
incompetent, payment shall be made in 
a lump sum or successive lump sums, sub¬ 
ject to the provisions of § 3.557(b). No 
part of the amount remaining unpaid is 
payable in the event of the death of the 
incompetent veteran. If the veteran is 
competent and dies before payment is 
made, the withheld amounts are payable 
according to the order of precedence and 
subject to the time limitation provided in 
§ 3.1001. (Public Law 92-328, 86 Stat. 393. 
effective August 1,1972) 

6. In § 3.552, paragraphs (a)(3), (b) 

(3). (g), and (h) are amended to read as 
follows: 

§ 3.552 Adjustment of allowance for 
regular aid and attendance. 

(a) * • * 

(3) Additional compensation for de¬ 
pendents under § 3.4(b) (2) is payable 
during hospitalization in addition to the 
rates authorized by this section. The 
rates specified will also be increased by 
amounts authorized under 38 U.S.C. 
314(k) based on independently ratable 
disability, subject to the statutory ceiling 
on the total amount of compensation 
payable as set forth in § 3.350(a). 

(b) • • • 

(3) Where a veteran affected by the 
provisions of subparagraphs (1) and (2) 
of tills paragraph is discharged or re¬ 
leased from the hospital against medical 
advice or as the result of disciplinary ac¬ 
tion, and is readmitted to such hospital¬ 
ization within 6 months after that date, 
the allowance, additional compensation, 
or increased pension will be discontinued 
effective the day preceding the date of 
readmission. A readmission 6 months or 
more after such discharge or release 
will be considered as a new admission. 
(38 U.S.C. 3203(e)) 

• • • • • 

(g) Where a veteran entitled to one of 
the rates under 38 U.S.C. 314 (1), (m), 
or (n) or their corresponding peacetime 
equivalent by reason of anatomical losses 
or losses of use of extremities, blindness 
(visual acuity 5/200 or less or light per¬ 
ception only), or anatomical loss of both 
eyes is being paid compensation of $862 
because of entitlement to another rate 
under section 314(1) on account of need 
for aid and attendance his compensation 
will be reduced while hospitalized to the 
following: 

(1) If entitlement is under section 314 
(1) and in addition there is need for 
regular aid and attendance for another 
disability, the award during hospitaliza¬ 
tion will be $678 since the disability re¬ 
quiring aid and attendance is 100 percent 
disabling. (38 U.S.C. 314 (p)) 

(2) If entitlement is under section 
314(m). $770. 

(3) If entitlement is under section 
314(n), $862 would be continued, since 
the disability previously causing the need 
for regular aid and attendance would 
then be totally disabling entitling him 
to the maximum rate under 38 U.S.C. 
314(p). 

(h) If, because of blindness, a veteran 
requires regular aid and attendance, but 
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has better vision than “light perception 
only” his award under 38 U.S.C. 314(m) 
$678 will be reduced while hospitalized 
to the rate payable under 38 U.S.C. 314 
(1) ($616). 

• # * * • 

7. In § 3.557, paragraph <a> Is amend¬ 
ed to read as follows: 

§ 3.557 Incompetents; estate over $1,500 
and hospitalized. 

(a) Where a veteran having neither 
wife, child, nor dependent parent is be¬ 
ing hospitalized by the Veterans Admini¬ 
stration and is rated incompetent by the 
Veterans Administration by reason of 
mental illness, the pension of such vet¬ 
eran will be subject to reductions as pro¬ 
vided in § 3.551. 

* * • • • 

8. In § 3.711, paragraph <b) is amend¬ 
ed to read as follows: 

§ 3.711 Public Law 86-211. 

• * • * • 

(b) Service prior to World War /—(1) 
General. Veterans of the Indian wars who 
meet the service requirements of 38 
U.S.C. 511(b) and veterans of the Span¬ 
ish-American War who meet the service 
requirements of 38 U.S.C. 512(a) may 
elect to receive pension under 38 U.S.C. 
521. Any widow eligible for pension under 
38 U.S.C. 536 may elect to receive pen¬ 
sion under 38 U.S.C. 541. An election of 
pension under 38 U.S.C. 521 or 541 is 
Anal, except as provided in subparagraph 
(2) of this paragraph, when the paye 2 
(or his fiduciary) has negotiated one 
check for this benefit. There is no right 
of reelection. 

(2) Aid and attendance. Any veteran 
who meets the service requirements of 
subparagraph (1) of this paragraph and 
who is receiving or entitled to receive 
pension based on need of regular aid and 
attendance will be paid whichever is 
greater: The monthly rate authorized by 
38 U.S.C. 511(a) or 5.2(a), or the month¬ 
ly rate authorized by 38 U.S.C. 521. A 
widow of a veteran of the Spanish-Amer¬ 
ican War who is receiving or entitled 
to receive pension based on a need of 
regular aid and attendance will be paid 
whichever is the greater: the monthly 
rate authorized by 38 U.S.C. 536 (a) and 
(b) and 544, or the monthly rate author¬ 
ized by 38 U.S.C. 541 and 544. Elections 
are not required for these purposes. The 
change in rate will be effective the first 
day of the month in which the facts war¬ 
rant such change (38 U.S.C. 511, 512, 536, 
541, 544; Public Law 92-328. 86 Stat. 
393). 

9. Section 3.810 is added to read as 
follows: 

§ 3.810 Clothing allowance. 

(a) A Veteran whose service-connected 
disability Is compensable under laws ad¬ 
ministered by the Veterans Administra¬ 
tion is entitled, upon application there¬ 
for, to an annual clothing allowance of 
$150 (payable in a lump sum). 


(1) Where a Veterans Administration 
examination or hospital or examination 
report from a facility specified in 
§ 3.326(c) discloses that he wears or uses 
certain prosthetic or orthopedic ap¬ 
pliances which tend to wear or tear cloth¬ 
ing (including a wheelchair) because of 
such disability and such disability is the 
loss or loss of use of a hand or foot com¬ 
pensable at a rate specified in § 3.350 (a), 
(b), (c), (d). or (f) (1); or 

(2) Where the Chief Medical Director 
or his designee certifies that because of 
such disability a phosthetic or orthopedic 
appliance is worn or used which tends to 
wear or tear the veteran’s clothing. For 
the purposes of this paragraph “ap¬ 
pliance” includes a wheelchair. 

(b) Effective August 1,1972, the initial 
lump sum clothing allowance is due and 
payable for veterans meeting the eligibil¬ 
ity requirements of paragraph (a) of this 
section as of that date. Subsequent 
annual payments for those meeting the 
eligibility requirements of paragraphs 
(a) of this section will become due on 
the anniversary date thereafter, both as 
to Initial claims and recurring payments 
under previously established entitlement. 

10. In § 3.901, paragraph (e) is added 
to read as follows: 

§ 3.901 Fraud. 


(e) Remission of forfeitures imposed 
prior to September 2, 1959. Where it is 
determined that a forfeiture for fraud 
which was imposed prior to September 2, 
1959, would not be imposed under the 
law and regulation in effect on and after 
September 2, 1959, the forfeiture shall be 
remitted effective June 30, 1972. Benefits 
to which a person becomes eligible by 
virtue of the remission, upon application 
therefor, shall be awarded effective as 
provided by §3.114. (38 U.S.C. 3503; 
Public Law 92-328, 86 Stat. 393; effective 
June 30. 1972) 

11. In § 3.905, the centerhead and 
paragraph (a) are amended and para¬ 
graph (e) is added so that the amended 
and added material reads as follows: 

§ 3.905 Declaration of forfeiture or re¬ 
mission of forfeiture. 

<a) Jurisdiction, At the regional office 
level, the Chief Attorney is authorized to 
determine whether the evidence warrants 
formal consideration as to forfeiture. 
Submissions may also be made by the di¬ 
rector of a service, the Chairman, Board 
of Veterans Appeals, and the General 
Counsel. Jurisdiction to determine 
whether the claimant or payee has for¬ 
feited the right to gratuitous benefits or 
to remit a prior forfeiture is vested in the 
Director, Compensation and Pension 
Service, and personnel to whom author¬ 
ity has been delegated under the provi¬ 
sions of § 3.100(c). 

• * • • ♦ 

(e) Remission of forfeiture. In event 
of remission of forfeiture under § 3.901 
(e), any amounts paid as an apportion¬ 
ment^) during periods of the previously 


forfeited beneficiary's reentitlement will 
be offset. 

Approved: September 14, 1972. 

By direction of the Administrator. 

[seal! Fred B. Rhodes, 

Deputy Administrator. 

|FR Doc.72-15894 Filed 9-18-72;8:48 am] 

Title 40—PROTECTION OP 
ENVIRONMENT 

Chapter I—Environmental Protection 
Agency 

SUBCHAPTER E—PESTICIDES PROGRAMS 

PART 180—TOLERANCES AND EX¬ 
EMPTIONS FROM TOLERANCES 

FOR PESTICIDE CHEMICALS IN OR 

ON RAW AGRICULTURAL COM¬ 
MODITIES 

Maneb and Zineb 

A notice was published by the Environ¬ 
mental Protection Agency in the Federal 
Register of July 29, 1972 (37 F.R. 15319). 
proposing the reduction of established 
tolerances (40 CFR Part 180) for resi¬ 
dues of the fungicides maneb and zineb 
(PP 2E1266) in or on endive, kale, let¬ 
tuce, mustard greens, and spinach to 10 
parts per million; celery and corn fodder 
and forage to 5 parts per million: cu¬ 
cumbers, melons, squash, and tomatoes 
to 4 parts per million; apples to 2 parts 
per million; and com grain to 0.1 part 
per million. No comments or requests 
for referral to an advisory committee 
were received. 

It is concluded that the proposal 
should be adopted. 

Therefore, pursuant to provisions of 
the Federal Food, Drug, and Cosmetic 
Act (sec. 408(e), 68 Stat. 514; 21 U.S.C 
346a(e>), the authority transferred to 
the Administrator of the Environmental 
Protection Agency (35 F.R. 15623), and 
the authority delegated by the Admin¬ 
istrator to the Deputy Assistant Admin¬ 
istrator for Pesticides Programs <36 F.R. 
9038), Part 180 is amended, as follows: 

1. In § 180.110, by deleting the word 
“apples” from the paragraph “7 parts 
per million * * •” and by inserting the 
new paragraph “2 parts per million 
• * • ”, as follows: 

§ 180.110 Maneb: tolerances for r«-i- 
duea. 

• * • * • 

2 parts per million in or on apples. 

• • • « • 

2. In § 180.115 by deleting the words 
“endive,” “kale,” “lettuce,” “mustard 
greens,” and “spinach” from the para¬ 
graph “25 parts per million • • by 
deleting the words “apples,” "celery," 
“corn,” “cucumbers,” “melons,” “squash.* 
and “tomatoes” from the paragraph “7 
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parts per million • • and by insert¬ 
ing five new paragraphs as follows: 

8 180.115 Zincb; tolerance* for residue*. 

m 0 • • • 

10 parts per million in or on endive, 
kale, lettuce, mustard greens, and 

spinach. 

• • « • • 

5 parts per million in or on celery and 
corn fodder and forage. 

4 parts per million in or on cucumbers, 
melons, squash, and tomatoes. 

2 parts per million in or on apples. 

• • • • • 

0.1 part per million In or on com grain. 

Any person who will be adversely af¬ 
fected by the foregoing order may at any 
time within 30 days after its date of pub¬ 
lication in the Federal Register file with 
the Hearing Clerk, Environmental Pro¬ 
tection Agency, Room 3125, South Agri¬ 
culture Building, 12th Street and Inde¬ 
pendence Avenue SW., Washington, D.C. 
20460, written objections thereto in quin- 
tuplicate. Objections shall show wherein 
the person filing will be adversely af¬ 
fected by the order and specify with 
particularly the provisions of the order 
deemed objectionable and the grounds 
for the objections. If a hearing is re¬ 
quested, the objections must state the 
issues for the hearing. A hearing will 
be granted if the objections are sup¬ 
ported by grounds legally sufficient to 
justify the relief sought. Objections may 
be accompanied by a memorandum or 
brief in support thereof. 

Effective date. This order shall be¬ 
come effective on its date of publication 
in the Federal Register (9-19-72). 

(Sec. 408(e), 68 Stat. 614; 21 U.S.C. 346a(c)) 

Dated: September 7,1972. 

William M. Upholt. 

Deputy Assistant Administrator 
for Pesticides Programs. 

(FE Doc.72-15872 Filed 0-18-72;8:4G am] 


Title 46—SHIPPING 

Chapter IV—Federal Maritime 
Commission 

]General Order 16; Amdt. 10] 

PART 502— RULES OF PRACTICE AND 
PROCEDURE 

Change of Title of Hearing Examiner 
to Administrative Law Judge 

Rules changing the title “Hearing 
Examiner” to “Administrative Law 
Judge” were published in the Federal 
Register, August 19, 1972, by the U.S. 
Civil Service Commission (37 Fit. 16787). 

The Federal Maritime Commission’s 
Rules of Practice and Procedure were 
published October 26, 1965 (30 F.R. 
13604), and contained numerous refer¬ 
ences to the words “Hearing Examiner” 
or “Hearing Examiners.” In order that 
the Commission’s rules will be consistent 


with other regulatory agencies, notice is 
hereby given that the title “Hearing 
Examiner” or “Hearing Examiners” as 
used in Part 502, Title 46 of the Code 
of Federal Regulations, is hereby 
changed to Administrative Law Judge, 
or Administrative Law Judges, as appro¬ 
priate. 

Effective on publication in the Federal 
Register (9-19-72). 

Francis C. Hurney. 

Secretary. 

|FR Doc.72-15-16920 Filed 9-18-72;8.49 am] 


Title 47—TELECOMMUNICATION 

Chapter I—Federal Communications 
Commission 

| Docket No. 16495; FCC 72-807] 

PART 25—SATELLITE 
COMMUNICATIONS 

Establishment of Domestic Facilities 
by Nongovernmental Entities 

Memorandum opinion and order. In 
the matter of establishment of domestic 
communications-satellite facilities by 
nongovernmental entities, Docket No. 
16495. 

1. On June 30, 1972, the Communica¬ 
tions Satellite Corp. (Comsat) filed a 
request, pursuant to 5 1.106(n) of the 
Commission’s rules and regulations, for 
a stay of the second report and order 
issued in this proceeding on June 16. 
1972. In addition to seeking a stay of the 
effectiveness of that order with respect 
to its own applications for a domestic 
satellite system, Comsat requested that 
the Commission “not entertain or process 
any applications filed pursuant thereto 
or otherwise implement the order pend¬ 
ing release of a final Commission decision 
on reconsideration and completion of any 
judicial review of that final decision.” 
Comsat’s request is opposed by West¬ 
ern Union Telegraph Co. (Western 
Union >. MCI Lockheed Satellite Corp. 
(MCI Lockheed). Hughes Aircraft Co. 
(Hughes), and Western Telecommuni¬ 
cations, Inc. (WTCI); and supported by 
American Telephone & Telegraph Co. 
(AT&T). By order adopted on July 19. 
1972 (FCC 72-645) the Commission, on 
its own motion, extended the July 25, 
1972, date specified in paragraph 45 (a) 
and (b) of the Second Report and Order 
pending action on the request for stay. 

2. In support of its request for stay re¬ 
lief. Comsat asserted that the policies 
and conditions in the Second Report and 
Order reflect a substantially different 
approach from that recommended by the 
Common Carrier Bureau and that there 
has been a close division within the Com¬ 
mission, as well as divergent views among 
the parties, on issues in this proceeding. 
Comsat further stated that it intended 
to file a petition for reconsideration, rais¬ 
ing substantial questions, and anticipated 
that others would seek reconsideration. 
In the circumstances, Comsat urged, it 


would be premature to require applicants 
to take action consistent with the policies 
and conditions specified in the order or 
to make decisions upon the assumption 
that the order will be unchanged. Com¬ 
sat claimed that it in particular would be 
confronted with a drastic election. Para¬ 
graph 45(b) of the order does not afford 
adequate relief since it provides that an 
applicant may request additional time 
only for the purpose of “reframing its 
proposal consistently with such policies 
and conditions.” Moreover, even if Com¬ 
sat were not required to bring its pro¬ 
posal into compliance with the order 
pending a final decision on reconsidera¬ 
tion. it would allegedly be placed at a 
substantial disadvantage if other appli¬ 
cations were to be processed, and perhaps 
even granted, in the interim. 

3. In supporting Comsat’s request, 
A.T. & T. urged in addition that the more 
orderly approach would be to defer to an 
appropriate date after final action on 
reconsideration the requirement that 
applicants file with the Commission a 
statement concerning their intentions 
with respect to their domestic satellite 
applications. 

4. Those opposed to a stay object prin¬ 
cipally to the request that the Commis¬ 
sion not entertain or process any do¬ 
mestic satellite applications or other¬ 
wise implement the Second Report and 
Order pending Commission action on re¬ 
consideration and any judicial review. 
They urge that Comsat and any other 
applicant desiring to await the outcome 
of reconsideration should be free to do 
so, provided that those applicants who 
are in the main satisfied with the Second 
Report and Order are not precluded from 
moving ahead. They further assert that 
Comsat has failed to satisfy the stand¬ 
ard criteria for stay relief set forth in 
Virginia Petroleum Jobbers Ass’n. v. Fed¬ 
eral Power Commission, 259 F. 2d 921 
(C.A.D.C. 1958), and followed by the 
Commission (e.g., CATV Rules, 34 FCC 
2d 165, 166 (1972)), namely: 

(a) The likelihood of prevailing on 
the merits of the appeal; 

(b) Irreparable injury to petitioner if 
the stay is denied; 

(c) No harm to other interested par¬ 
ties if the stay is granted; and 

(d) The stay would be in the public 
interest. 

5. Thus, they claim that Comsat did 
no more than state that it would file a 
petition for reconsideration raising sub¬ 
stantial questions, but did not identify 
the nature of such questions or show that 
they would be likely to result in modifi¬ 
cation of the Second Report. Further, 
while the Commission placed special con¬ 
ditions or limitations on some applicants 
in adopting a policy of multiple entry, 
some applicants are not subject to any 
special conditions and reconsideration is 
unlikely to increase the restrictions par¬ 
ticularly in the case of those applicants 
who have not sought reconsideration. 

6. In asserting that Comsat has not 
shown that it would suffer irreparable 
injury if others were free to proceed at 


FEDERAL REGISTER, VOL. 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 






19136 


RULES AND REGULATIONS 


their own risk, 1 those opposed to a stay 
note that Comsat would obtain at least 
part of the relief requested through the 
normal processing delays to be antici¬ 
pated for applications of this nature. 
They point out that the Second Report 
and Order does not require applicants 
to amend their applications to conform 
to the policies enunciated by any speci¬ 
fied date, but merely to apprise the 
Commission as to their intentions. More¬ 
over, the Second Report and Order 
(paragraph 45(b) and footnote 11) con¬ 
templates the issuance of a public notice 
on processing procedures, and applicants 
allegedly cannot perfect all amendments 
until such procedures are established. 
Western Union further argues that Com¬ 
sat would not suffer any legally cogniz¬ 
able injury if other applicants were proc¬ 
essed, because an applicant is without 
any legal right to demand that rule 
making matters affecting its applications 
be resolved before the Commission proc¬ 
esses and grants other applications that 
accord with its policies and rules or, in 
the absence of a situation of mutual 
exclusivity, to secure contemporaneous 
processing of its and copending applica¬ 
tions. Coastal Bend Television Co. v. 
P.C.C., 234 F. 2d 686, 690 (CAD.C. 1956); 
F.C.C. v. WJR, 337 U.S. 265, 272 (1949); 
Mount Pleasant Radio, Inc., 20 Pike & 
Fischer, R.R. 2d 761 (1970). 

7. Those opposed to Comsat’s request 
also urge that the grant of a general 
stay would irreparably harm other 
parties by delaying their realization of 
the potential service and cost advantages 
of domestic satellites and by creating un¬ 
certainties and complexities in the utili¬ 
zation of personnel having special ex¬ 
pertise in this field. Western Union claims 
that the indefinite postponement sought 
by Comsat would require Western Union, 
in order to meet its domestic service 
obligations (which Comsat does not now 
have), to expend funds for terrestrial 
facilities that could be more effectively 
Invested in satellite facilities. MCI Lock¬ 
heed notes that a general stay would 
mean that while Comsat exhausted every 
possibility for reversal, other applicants 
who may not wish to contest the Com¬ 
mission’s decision would have to post¬ 
pone the date upon which they could 
begin to recoup their investments and 
delay to some indefinite time the utiliza¬ 
tion of the resources they have com¬ 
mitted on a standby basis. 

8. Finally, it is contended that the 
broad relief requested by Comsat would 
be contrary to the public interest and 
the goal of making the benefits of do¬ 
mestic satellite communications service 
available to the public at an early date. 
Noting that this proceeding has been 
pending for 6 years already and that 
processing of the applications and imple¬ 


* In disputing Comsat’s claim that major 
expenditures by others to amend their ap¬ 
plications would give rise to claims of equity, 
MCI Lockheed asserts that most "applicants 
have already spent much more money in 
preparing and prosecuting their applications 

up to now • • • than they could possibly 
expend in conforming their applications to 
the report and order.** 


mentation of any grant will be time con¬ 
suming in any event, they claim that the 
public interest could not be advanced by 
adding the “unnecessary and unjusti¬ 
fied delay sought by Comsat.” Western 
Union further urges that concern as to 
delay in the inauguration of new service 
has long been a key factor in rejecting 
stay requests and that “ 'the promise of 
the early commencement of service I via 
satellite] must take precedence’ over fur¬ 
ther argument Comsat may make con¬ 
cerning the kind of domestic satellite 
system it will have.” Los Angeles Unified 
School District, 22 RR 2d 141, 143 
(1971). 

Discussion and Conclusions 

9. Upon consideration of the pleadings 
of the parties, we are of the view that 
any applicant that desires to defer stat¬ 
ing its intentions, making an election, 
filing amendments to conform its appli¬ 
cations to the Second Report and Order 
or otherwise pursuing its application for 
domestic satellite facilities pending 
Commission action on the petitions for 
reconsideration and any judicial review, 
should be permitted to do so. Accord¬ 
ingly, in addition to the alternatives af¬ 
forded by paragraph 45(b) of the 
Second Report and Order, any applicant 
may file a statement to the above effect 
on or before the new date specified in 
the order herein. However, for the 
reasons stated below we are of the 
opinion that insufficient cause has been 
shown for a grant of extraordinary stay 
relief which would preclude processing 
of any applicant preferring to proceed at 
Its own risk in the present posture of 
this proceeding. 

10. Neither Comsat nor AT&T has made 
any showing as to the likelihood of pre¬ 
vailing on the merits of their petitions 
for reconsideration or how the applica¬ 
tions of others could be substantially af¬ 
fected thereby. Comsat’s request for stay, 
which was filed prior to its petition for 
reconsideration, merely states that “Com¬ 
sat intends to file a petition for recon¬ 
sideration, raising substantial questions, 
as promptly as is reasonably pos¬ 
sible •••.** Comsat did not identify 
the nature of such questions, or state 
what policies and conditions in the 
Second Report and Order it intended to 
challenge, or indicate how success on its 
unspecified challenges could affect other 
applications. AT&T in its supporting let¬ 
ter, filed concurrently with AT&T’s peti¬ 
tion for reconsideration, stated only that 
the “disposition by the Commission of 
the petitions for reconsideration filed in 
this proceeding by AT&T and other par¬ 
ties will directly affect the manner In 
which AT&T and presumably others pur¬ 
sue their domestic satellite system pro¬ 
posals.” Thus, Comsat and AT&T have 
failed to satisfy the first prerequisite for 
the grant of stay relief, a showing of 
“likelihood of prevailing on the merits 
of the appeal.” 

11. Nevertheless, in light of our public 
interest responsibilities, we have on our 
own motion examined the petitions for 
reconsideration filed by Comsat and 
AT&T to ascertain whether the applica¬ 
tions of others would be affected in the 


event either should prevail. In its petition I 
for reconsideration Comsat states (page II 
2 ): ] 

In this petition wc challenge the soundness I 
of that view (that "Comsat is somehow com- I 
petitively crippled by reason of AT&T's own- I 
ership of Comsat stock and representation I 
on Comsat’s Board of Directors"] and the I 
soundness of the restrictions imposed upon I 
Comsat by the order. Specifically, we ask that I 
the Commission reconsider its order that 
(1) Disapproves of the Comsat application to I 
serve AT&T (paragraphs 13, 22); (2) artt* I 
flcially divides the potential market and re* | 
quires Comsat to elect one of the markets | 
(paragraphs 22-25); and (3) restricts Com* I 
sat’s ability to provide service to offshore | 
points (paragraph 26). (Material in brackets I 
is supplied from the preceding sentence in I 
Comsat’s petition.) 

Comsat does not otherwise challenge the I 
policies and conditions in the Second I 
Report and Order or seek additional re- I 
strictions on other applicants. 

12. AT&T’s petition for reconsideration I 
states (page 3) : 

Thus, while we are in substantial agree- I 
ment with many of the other conclusions 
reached by the Commission In its order, we I 
respectfully submit that the limitation I 
placed upon AT&T's initial use of domestic I 
satellites for particular services and the de- I 
nial of the AT&T/Comsat proposal are, as I 
more fully set forth hereinafter, contrary to I 
the record developed In this proceeding and 
past Commission policy, and will not serve I 
the public interest In the future development I 
of satellite technology and services. In addi- I 
tion, considerations affecting the Com mis- 
sion's conclusions regarding rates for services I 
to Hawaii, Alaska, and Puerto Rico, the GTE 
proposal and interconnection are discussed I 
herein. 

A.T. & T.’s comments on the latter mat¬ 
ters do not appear to warrant a halt in all 
processing pending reconsideration. The 
Second Report and Order contemplated 
that consideration of the question of 
specific revised rates to Alaska, Hawaii, 
and Puerto Rico would not commence 
until 6 months after the issuance of the 
pertinent construction permits for do¬ 
mestic satellite facilities (paragraph 37). 
Insofar as GTE is concerned, A.T. & T. 
supports the showing required by para¬ 
graph 29 of the Second Report and Order 
and expresses its willingness to continue 
to cooperate in the development of perti¬ 
nent information. And, while A.T. & T. 
challenges the requirement in paragraph 
34 that applicants who are existing ter¬ 
restrial carriers shall submit a descrip¬ 
tion of the kinds of interconnection ar¬ 
rangements that will be made available 
for Commission approval prior to the 
grant of a domestic satellite authoriza¬ 
tion to such carrier, A.T. & T. is the appli¬ 
cant principally affected by this require¬ 
ment. Moreover, it claims that the re¬ 
quirement “will only delay domestic sat¬ 
ellite authorizations” (A.T. & T. petition, 
page 21). 

13. We are satisfied that there is noth¬ 
ing in the petitions for reconsideration 
filed by those who have sought stay re¬ 
lief which warrants a general stay of 
the effectiveness of the Second Report 
and Order in the public interest. Com¬ 
sat and AT&T have not challenged our 
basic policy of affording an opportunity 
for multiple entry by qualified appli- 


FEDERAL REGISTER, VOL. 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 






19137 


RULES AND REGULATIONS 


rants (Second Report and Order, para¬ 
graphs 1^-18) or contended that other 
applicants should ultimately be barred 
from pursuing their applications or from 
receiving a grant in the event that they 
meet such policies and conditions as are 
applicable to them and make the requi¬ 
site public interest showing. Rather Com¬ 
sat and AT&T are primarily seeking a 
relaxation of certain conditions or re¬ 
strictions directed toward their own pro¬ 
posals. Of course, other applicants may 
have an interest in how such questions 
are resolved. However, as stated at the 
outset, Comsat. AT&T, or any other ap¬ 
plicant that desires to await a resolution 
of any of the questions raised in the 
various petitions for reconsideration is 
free to do so. Those that elect to pursue 
their applications in the interim will 
proceed at their own risk and in accord¬ 
ance with the policies and constraints 
specified by our Second Report and 
Order. They will, of course, be fully sub¬ 
ject to any action on reconsideration that 
might affect their interests, including 
any changes resulting from questions 
raised by petitioners who have not sought 
stay relief. 

14. In light of the circumstance that 
Comsat and A.T. & T. will not be required 
to make any election or to conform their 
applications to the Second Report and 
Order prior to disposition of the petitions 
for reconsideration, we are not persuaded 
that they would suffer any irreparable in¬ 
jury sufficient to warrant the issuance 
of a stay if other applications w r ere to 
be processed—or even granted—in the 
interim. Processing of other applicants 
would in no way prejudice a grant of 
the relief Comsat and A.T. & T. have re¬ 
quested on the merits in their petitions 
for reconsideration. Moreover, reconsid¬ 
eration may well be accomplished before 
we are in a position to make any grant. 31 
In any event, it is highly unlikely that 
any authorized system could become op¬ 
erational in view of the long lead time 
required for construction of facilities of 
this nature. To be sure, applicants choos¬ 
ing to pursue their applications pending 
reconsideration may achieve a headstart 
over those electing to defer. However, 
while Comsat and A.T. & T. have every 
right to exhaust their administrative and 
judicial remedies with respect to their 
own proposals, we do not think that they 
are entitled to delay others in tills kind of 
noncomparative situation, particularly 
since the applications of others are not 
being challenged (except to the extent 
that A.T. & T. supports the showing we 
have required of GTE) .* See also, para¬ 
graph 6 above. 

15. Further, other parties could be 
harmed if we were to grant the request 


•After the applicants have apprised the 
Commission of their intentions, processing 
procedures have been established, and con¬ 
forming or other amendments and/or show¬ 
ings have been filed. It may be some time 
before processing of any application is com¬ 
pleted. 

3 We do not suggest, of course, that 
A.T. & T. has abandoned any claims of elec¬ 
trical interference between the earth stations 
of others and its terrestrial facilities. Such 
claims would be considered In the normal 
course of processing. 


for delay. For example, on July 25. 1972. 
Western Union filed amendments to its 
applications and requested “processing 
as promptly as possible/’ Western Union 
was granted a partial waiver of section 
319 of the Act on July 26,1972, in order to 
permit it to contract immediately for 
procurement of satellites at its own risk 
and thereby gain “significant price and 
schedule benefits” (FCC 72-686). An in¬ 
determinate delay in processing might 
put Western Union in the position of be¬ 
ing unable to commence operations even 
if it were to receive a timely grant of con¬ 
struction permits for satellites and 
launch authority, because other neces¬ 
sary components of its proposed sys¬ 
tem—such as earth stations and connect¬ 
ing terrestrial facilities—were not au¬ 
thorized in time/ In this connection, we 
note Western Union’s assertion that the 
indefinite postponement sought by Com¬ 
sat would require it, in order to meet its 
domestic service obligations, to expend 
funds for terrestrial facilities that could 
be more effectively invested in satellite 
facilities 

16. Finally, we believe that the public 
interest would be best served by proc¬ 
essing those applicants who desire to 
proceed pending reconsideration. This 
proceeding has been pending for a num¬ 
ber of years and the public will not re¬ 
ceive service from the proposed systems 
for some time after any grant. We have 
had informal indications that various 
segments of the U.S. consuming public 
are so eager to have early access to com¬ 
munications satellite facilities for domes¬ 
tic purposes that they are exploring the 
possibility of leasing satellite capacity in 
the shortly-to-be-operational Canadian 
Telsat system, with a view toward apply¬ 
ing for domestic earth stations and later 
converting to a domestic space segment 
when such facilities become operational. 
We have repeatedly recognized that “the 
satellite technology lias the potential of 
making significant contributions to the 
Nation’s domestic communications 
structure by providing a better means of 
serving certain of the existing markets 
and developing new markets not now be¬ 
ing served” (Second Report, paragraph 
4). This conclusion is not challenged in 
the petitions for reconsideration. In the 
circumstances, it is our judgment that 
the desirability of making domestic 
satellite facilities available to the public 
at an early date outweighs the considera¬ 
tions urged in support of an across-the- 
board delay. 

17. In light of all of the foregoing, 
we find it appropriate and in the public 
interest to deny the broad stay relief 
sought by Comsat and AT&T insofar as 
it is requested that the Commission not 
entertain or process any applications for 
domestic satellite facilities or otherwise 


* Processing of earth stations and asso¬ 
ciated terrestrial microwave facilities may be 
time consuming because of claims of inter¬ 
ference with other existing or proposed ter¬ 
restrial faculties, and the necessity for 
amendments to resolve any such problems. 
This has proved to be the case with respect 
to new terrestrial specialized carriers. More¬ 
over. even after construction permits have 
been issued, construction may take a con¬ 
siderable period of time. 


implement the Second Report and Order 
“pending release of a final Commission 
decision on reconsideration and comple¬ 
tion of any judicial review of that final 
decision.” 

18. Since the July 25, 1972, date speci¬ 
fied in paragraph 45(a) and 45(b) of the 
Second Report and Order was previously 
extended on the Commission’s own mo¬ 
tion pending action on the request for 
stay (FCC 72-645), our order herein will 
prescribe a new effective date and a new 
deadline for the filing of statements 
by each of the system applicants as to 
its intentions with respect to the various 
alternatives (paragraph 9 above, and 
paragraph 45(b) of the Second Report 
and Order). We are aware of discussions 
and negotiations that are proceeding 
among applicants with a view toward es¬ 
tablishing consolidations or consortiums. 
While we do not intend to discourage 
those negotiations, we caution the par¬ 
ticipants that any consolidation or con¬ 
sortium that may be agreed upon will 
not prejudice our resolution of the issues 
raised by the petitions for reconsidera¬ 
tion, and will be subject to Commission 
approval upon a finding that the public 
interest would be served thereby. 

19. Accordingly, it is ordered, That: 

1. The relief sought in the “Request 
for Stay” filed by the Communications 
Satellite Corp. on June 30, 1972, and in 
the supporting letter filed by American 
Telephone and Telegraph Co., on July 17, 
1972, is granted only to the extent re¬ 
flected herein and is otherwise denied. 

2. The July 25. 1972, date specified in 
paragraph 45 (a) and (b) of the Second 
Report and Order, which was previously 
extended pending action on the request 
for stay (FCC 72-645), is hereby modi¬ 
fied to read October 16. 1972. 

3. In addition to the alternatives set 
forth in paragraph 45(b) of the Second 
Report and Order applicants for do¬ 
mestic communications satellite systems 
shall have the option of filing a state¬ 
ment pursuant to paragraph 9 herein. 

Adopted: September 13,1972. 

Released: September 14, 1972. 

Federal Communications 
Commission , 0 

Lseal 1 Ben F. Waple, 

Secretary. 

IFR Doc.72-15908 Filed 9-18-72;8:49 am) 


Title 49—TRANSPORTATION 

Subtitle A—Office of the Secretary of 
Transportation 

IOST Docket No. 1, Amdt. 1-591 

PART 1—organization and dele¬ 
gation OF POWERS and duties 

Delegation of Authority Regarding 
Appalachian Airport Development 

The purpose of this amendment is to 
delegate to Federal Aviation Administra¬ 
tor authority vested in the Secretary by 


•Commissioners Robert E. Lee and Reid 
absent. 
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a recently enacted statute. Public Law 
92-65 (85 Stat. 168), which amended the 
Appalachian Regional Development Act 
of 1965 to provide a grant-in-aid pro¬ 
gram for development of existing air¬ 
ports in the Appalachian Region. 

Since this amendment relates to 
departmental management, procedures, 
and practices, notice and public proce¬ 
dure thereon is unnecessary and it may 
be made effective in less than 30 days 
after publication in the Federal Register. 

In consideration of the foregoing, Part 
1 of Title 49. Code of Federal Regula¬ 
tions. is amended, effective September 
12,1972, as follows: 

1. Section 1.47 is amended by adding 
a new paragraph (c) to read as follows: 

§ 1.47 Delegations to Federal Aviation 
Administrator. 

*•090 

(c) Carry out the functions of the 
Secretary under section 208 of the Ap¬ 
palachian Regional Development Act of 
1965 (85 Stat. 168; 40 U.S.C. App. 208). 

2. Section 1.48(J) is amended to read as 
follows: 

§ 1.48 Delegations to Federal Highway 
Administrator. 

* • • ♦ • 

(j) Carry out the functions of the 
Secretary under the Appalachian Re¬ 
gional Development Act of 1965 (79 Stat. 
5; 40 U.S.C. App.), except section 208. 


(Secs. 3(e), 9(e), Department of Transporta¬ 
tion Act, 49 U.S.C. 1652(e), 1657(e)) 

Issued in Washington, D.C., on Sep¬ 
tember 12,1972. 

John A. Volpe, 
Secretary of Transportation. 

I PR Doc.72-15868 Piled 9-18-72; 8:46 am] 


Chapter V—National Highway Traffic 
Safety Administration, Department 
of Transportation 

(Docket No. 70-27; Notice 5] 

PART 571—FEDERAL MOTOR VEHICLE 
SAFETY STANDARDS 

Hydraulic Brake Systems 

Correction 

In F.R. Doc. 72-14762 appearing at page 
17970 of the issue for Saturday, Septem¬ 
ber 2, 1972, the following changes are 
to be made: 

1. In the second line of S5.2.2, the ref¬ 
erence to "S5.2.2.1" should read "S5.- 
2 . 1 ". 

2. The word “brakepower", which ap¬ 
pears in line 10 of 85.3.1(a), line 2 of 
S7.17(b), and line 1 of 87.17(c), should 
read "brake power". 

3. The word "brakesprings", which ap¬ 
pears in line 3 of S5.6(a), should read 
"brake springs". 

4. The word "Brakeshoe", which ap¬ 
pears at line 3 of 85.6(a), should read 
"brake shoe". 
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5. The word "brakeshoes", which ap¬ 
pears at line 3 of 87.17(a), should read 
"brake shoes". 

6. The first word in S7.6.4, "Nonserv- 
ico", should read "non service". 

7. The penultimate word in the fourth 
line of S7.10.3.2 should read "at" instead 
of "to". 

(Docket No. 72-18; Notice 3] 

PART 571—FEDERAL MOTOR VEHICLE 
SAFETY STANDARDS 

New Pneumatic Tires, Tire Selection 
and Rims for Passenger Cars 

The NHTSA published on August 2, 
1972 (37 F.R. 15430), additions and 
amendments to the tables in the appen¬ 
dices of Motor Vehicle Safety Standard 
No. 109 (49 CFR 571.109) and Motor 
Vehicle Safety Standard No. 110 (49 CFR 
571.110). Guidelines published in the 
Federal Register on October 5, 1968 (33 
F.R. 14964), provide that routine addi¬ 
tions to the tables become effective 30 
days from the publication date if no 
objections are received. If objections are 
received, rule making pursuant to 49 CFR 
Part 553 is initiated. 

The Rubber Manufacturers' Associa¬ 
tion (R.M.A.) and the B. F. Goodrich 
Tire Co. have raised an objection to the 
change made by the August 2 publica¬ 
tion to footnote 1, Table I-R of Stand¬ 
ard No. 109, which would have allowed 
the letters "HR", "SR", or "VR" to be 
included in any tire size designation ad¬ 
jacent to or in place of the dash. Ac¬ 
cordingly, the amendment to footnote 1, 
Table I-R of Appendix A, Motor Vehicle 
Safety Standard No. 109 (571.109), 

published August 2, 1972 (Item 17, page 
15432), is hereby revoked. Notice of pro¬ 
posed rule making regarding this change 
will be issued before the rule is amended. 

This notice is issued pursuant to sec¬ 
tions 103, 119, 201, and 202 of the Na¬ 
tional Traffic and Motor Vehicle Safety 
Act (15 U.S.C. 1392, 1407, 1421, and 1422) 
and the delegations of authority at 49 
CFR 1.51, 49 CFR 501.8. 

Issued on September 14, 1972. 

Elwood T. Driver, 

Acting Associate Administrator , 
Motor Vehicle Programs. 

(FR Doc.72-15917 Filed 9-18-72;8:49 am] 


Title 50—WILDLIFE AND 
FISHERIES 

Chapter I—Bureau of Sport Fisheries 
and Wildlife, Fish and Wildlife 
Service, Department of the Interior 

PART 32—HUNTING 

Lacreek National Wildlife Refuge, 
S. Dak. 

The following special regulation is is¬ 
sued and is effective on date of publica¬ 
tion in the Federal Register (9-19-72). 


§32.12 Special regulations; migratory 
game birds; for individual >vilc(|if e 
refuge areas. 

South Dakota 

LACREEK NATIONAL WILDLIFE REFUGE 

Public hunting of mourning doves on 
the Lacreek National Wildlife Refuge 
S. Dak., is permitted from September i 
through September 17, 1972, but only on 
the area designated by signs as open to 
hunting. This open area comprising 310 
acres is delineated on a map available 
at tlie refuge headquarters. Martin 
S. Dak. 57551, and from the Regional Di¬ 
rector, Bureau of Sport Fisheries and 
Wildlife, Federal Building, Fort Snelllng 
Twin Cities, Minnesota 55111. Hunting 
shall be in accordance with all applicable 
State and Federal regulations covering 
the hunting of mourning doves. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 50, 
Code of Federal Regulations, Part 32, and 
are effective through September 17,1972. 

Travis S. Roberts, 
Regional Director. 

September 8, 1972. 

(FR Doc.72-15864 Filed 9-18-72;8:45 ami 


PART 32—HUNTING 

Bear River Migratory Bird Refuge, 
Utah 

The following special regulation is is¬ 
sued and is effective on date of publica¬ 
tion in the Federal Register (9-19-72). 

§ 32.22 Special regulations; upland 
game; for individual wildlife refuge 
areas. 

Utah 

BEAR RIVER MIGRATORY BIRD REFUGE 

Public hunting of pheasants on the 
Bear River Migratory Bird Refuge, Utah, 
is permitted from November 11 through 
December 10, 1972, inclusive, but only on 
the area designated by signs as open to 
hunting. This open area, comprising 
9,495 acres, is delineated on maps and 
shown as "Area A" which are available 
at refuge headquarters, Brigham City, 
Utah, and from the Regional Director, 
Bureau of Sport Fisheries and Wildlife. 
Post Office Box 1306, Albuquerque, N.M. 
87103. Hunting shall be in accordance 
with all applicable State regulations gov¬ 
erning the hunting of pheasants subject 
to the following special conditions: 

(1) Iron shot. The exclusive use of 12- 
gauge iron shot shells in Area A will be 
required on Tuesdays, Thursdays, and 
Saturdays to conform to the experi¬ 
mental iron shot waterfowl hunting pro¬ 
gram in this area. Should the refuge sup¬ 
ply of iron shot be exhausted, this re¬ 
quirement will be terminated. 

(2) Shells limited. On hunting days 
concurrent with "iron shot" days, hunt¬ 
ers in Area A will not take more than 
25 shot shells into the area. 
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(3) Roads. No hunting is permitted 
from roadways or within 100 yards of 

roadways. 

(4) Hunted check station. Each 
hunter who enters Area A is required 
to register at the checking station and 
check out before leaving the refuge. 

(5) Parking. Hunters may park cars 
only at designated areas within the 
refuge. 


(6) Routes of travel. To reach open 
hunting area, travel is permitted on foot 
or bicycle from refuge checking station 
over roads between Units 1 and 2 and 
Units 2 and 3. 

The provisions of this special regula¬ 
tion supplement the regulations which 
govern hunting on wildlife refuge areas 
generally which are set forth in Title 



50. Code of Federal Regulations, Part 
32, and are effective through December 
10, 1972. 

Lloyd F. Gunther, 
Refuge Manager, Bear River 
Migratory Bird Refuge. Brig¬ 
ham City , Utah. 

September 11, 1972. 

| PR Doc.72-15866 Filed 9-18-72:8:45 a ml 
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Proposed Rule Making 


DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR Part 1 ] 

INCOME TAX 

Tax Incentives for Contributions to 
Candidates for Public Office 

Notice is hereby given that the regula¬ 
tions set forth in tentative form below 
are proposed to be prescribed by the 
Commissioner of Internal Revenue, with 
the approval of the Secretary of the 
Treasury or his delegate. Prior to the final 
adoption of such regulations, considera¬ 
tion will be given to any comments or 
suggestions pertaining thereto which are 
submitted in writing (preferably six 
copies) to the Commissioner of Internal 
Revenue, Attention: CC:LR:T, Washing¬ 
ton, D.C. 20224, by October 20, 1072. 
Any written comments or suggestions not 
specifically designated as confidential in 
accordance with 26 CFR 601.601(b) may 
be inspected by any person upon written 
request. Any person submitting written 
comments or suggestions who desires an 
opportunity to comment orally at a 
public hearing on these proposed regula¬ 
tions should submit his request, in writ¬ 
ing, to the Commissioner by October 20, 
1972. In such case, a public hearing will 
be held, and notice of the time, place, and 
date will be published in a subsequent 
Issue of the Federal Register, unless the 
person or persons who have requested a 
hearing withdraw their request for a 
hearing before notice of the hearing has 
been filed with the Office of the Federal 
Register. The proposed regulations are 
to be issued under the authority con¬ 
tained in section 7805 of the Internal 
Revenue Code of 1954 (68A Stat. 917; 26 
U.S.C. 7805). 

[seal] Johnnie M. Walters, 

Commissioner of Internal Revenue . 

In order to conform the Income Tax 
Regulations (26 CFR Part 1) to sections 
41, 218, 642(a) (3), and 642(i) of the In¬ 
ternal Revenue Code of 1954, relating to 
tax incentives for contributions to candi¬ 
dates for public office, as added by sec¬ 
tions 701, 702, and 703 of the Revenue 
Act of 1971 (85 Stat. 560-562), such 
regulations are hereby amended as 
follows: 

Paragraph 1. The following new sec¬ 
tions are inserted immediately before 
§ 1.46: 

§ 1.41 Statutory provisions; contribu¬ 
tions to candidates for public office. 

Sec. 41. Contributions to candidates for 
public office —(a) General rule. In the case 
of an Individual, there shall be allowed, sub¬ 
ject to the limitations of subsection (b), as 
a credit against the tax imposed by this 


chapter for the taxable year, an amount 
equal to one-half of all political contribu¬ 
tions, payment of which is made by the tax¬ 
payer within the taxable year. 

(b) Limitations — (1) Maximum credit. The 
credit allowed by subsection (a) for a taxa¬ 
ble year shall be limited to $12.50 ($25 in 
the case of a Joint return under section 
6013). 

(2) Application tcith other credits. The 
credit allowed by subsection (a) shall not 
exceed the amount of the tax Imposed by 
this chapter for the taxable year reduced 
by the sum of the credits allowable under 
section 33 (relating to foreign tax credit), 
section 35 (relating to partially tax-exempt 
interest), section 37 (relating to retirement 
income), and section 38 (relating to invest¬ 
ment in certain depreciable property). 

(3) Verification. The credit allowed by 
subsection (a) shaU be allowed, with re¬ 
spect to any political contribution, only if 
such political contribution is verified in such 
manner as the Secretary or his delegate shah 
prescribe by regulations. 

(c) Definitions. For purposes of this sec¬ 
tion— 

(1) Political contribution. The term “polit¬ 
ical contribution” means a contribution or 
gift of money to— 

(A) An individual who is a candidate for 
nomination or election to any Federal, State, 
or local elective public office in any primary, 
general, or special election, for use by such 
individual to further his candidacy for nomi¬ 
nation or election to such office. 

(B) Any committee, association, or organ¬ 
ization (whether or not Incorporated) or¬ 
ganized and operated exclusively for the 
purpose of influencing or attempting to in¬ 
fluence, the nomination or election of one 
or more individuals who are candidates for 
nomination or election to any Federal, State, 
or local elective public office, for use by 
such committee, association, or organiza¬ 
tion to further the candidacy of such in¬ 
dividual or individuals for nomination or 
election to such office; 

(C) The national committee of a national 
political party; 

(D) The State committee of a national 
political party as designated by the national 
committee of such party; or 

(E) A local committee of a national polit¬ 
ical party as designated by the State com¬ 
mittee of such party designated under sub- 
paragraph (D). 

(2) Candidate . The term “candidate” 
means, with respect to any Federal, State, 
or local elective public office, an individual 
who— 

(A) Has publicly announced that he is a 
candidate for nomination or election to such 
office; and 

(B) Meets the qualifications prescribed 
by law to hold such office. 

(3) NatUmal political party. The term “na¬ 
tional political party” means— 

(A) In the case of contributions made 
during a taxable year of the taxpayer in 
which the electors of President and Vice 
President are chosen, a political party pre¬ 
senting candidates or electors for such offices 
on the official election ballot of 10 or more 
States, or 

(B) In the case of contributions made dur¬ 
ing any other taxable year of the taxpayer, 
a political party which met the qualifica¬ 
tions described in subparagraph (A) in the 
last preceding election of a President and 
Vice President. 


(4) State and local. The term “State** 
means the various States and the District of 
Columbia; and the term “local” means a po¬ 
litical subdivision or part thereof, or two or 
more political subdivisions or parts thereof 
of a State. ' 

(d) Cross references. For disallowance of 
credits to estates and trusts, see section 
642(a)(3). 

[Sec. 41 as added by sec. 701(a), Rev. Act 
1971 (85 Stat. 560) ] 

§ 1.41—1 Credit for conlribu lions to 
candidates for public office. 

(a) In general—(1) Allowance of 
credit. Subject to the limitations of sub- 
paragraph (2) of this paragraph, in the 
case of an individual who makes the 
election described in paragraph (c) of 
this section, there shall be allowed as 
a credit against the tax imposed by 
Chapter 1 of the Code for the taxable 
year an amount equal to one-half of all 
political contributions, payment of which 
is made by such individual within such 
taxable year. In no event shall a politi¬ 
cal contribution qualify for the credit 
allowed by section 41 and this section 
unless such contribution is actually paid 
by the taxpayer within the taxable year 
for which the taxpayer claims such 
credit. For purposes of the preceding 
sentence, the method of accounting em¬ 
ployed by the taxpayer and the date on 
which such contribution is pledged shall 
be irrelevant. In the case of married 
individuals making a joint return, a 
political contribution made by either 
spouse shall qualify for the credit under 
section 41. In the case of married in¬ 
dividuals making separate returns, the 
contribution must have been made by 
the spouse claiming the credit. 

(2) Limitations —(i) Maximum credit. 
The credit allowed by subparagraph (1) 
of this paragraph for a taxable year shall 
not exceed $12.50 (or $25, in the case 
of married individuals making a joint 
return). 

(ii) Application with other credits. In 
no event shall the credit allowed by sub- 
paragraph (1) of this paragraph 
exceed— 

(a) The amount of the tax imposed 
by Chapter 1 of the Code for the tax¬ 
able year, reduced by 

(b) The sum of the credits allow¬ 
able under section 33 (relating to for¬ 
eign tax credit), section 35 (relating 
to partially tax-exempt interest), sec¬ 
tion 37 (relating to retirement income), 
and section 38 (relating to investment 
in certain depreciable property) for 
such taxable year. 

(iii) Verification — (a) In general. The 
credit allowed by subparagraph (1) of 
this paragraph shall be allowed, with 
respect to any contribution, only if the 
taxpayer can verify that a political con¬ 
tribution has in fact been paid. Such 
verification shall consist of a written re¬ 
ceipt from the person to whom the cog- 
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tribution was paid. A canceled check, the 
payee of which is an individual described 
in paragraph (b)(1) (11) of this section 
or a committee, association, or organi¬ 
zation described in paragraph (b)(1) 
(iii) of this section will normally meet 
the requirement for a written receipt and 
be accepted as proof of payment. How¬ 
ever, in determining if a political contri¬ 
bution has been made to an individual 
or to a committee, association, or orga¬ 
nization described in paragraph (b)(1) 
(iii) (a) of this section, a taxpayer may 
in appropriate cases be required to pre¬ 
sent additional information regarding 
the qualification of the individual, com¬ 
mittee, association, or organization, un¬ 
less the taxpayer provides a special au¬ 
thorized receipt issued by the individual 
committee, association, or organization. 
Such receipt shall contain the informa¬ 
tion and representations set forth in (b) 
of this subdivision and may be issued to 
the contributing taxpayer at the time his 
contribution is made or as soon there¬ 
after as practical. A taxpayer is not re¬ 
quired to identify on his income tax re¬ 
turn the name of the candidate, or of the 
committee, association, or organization, 
to whom the contribution is made. 

(b) Authorized receipt. The receipt re¬ 
ferred to in (a) of this subdivision shall 
contain the following information and 
representations: 

(1) In the case of a contribution to an 
individual described in paragraph (b) 
(1) <ii) of this section, the full name of 
such individual; or, in the case of a com¬ 
mittee, association, or organization de¬ 
scribed in paragraph (b) (1) (iii) (a) of 
this section, the official name of such 
committee, association, or organization 
as recited on Form 4909 ; 

(2) The amount of the contribution; 

(2) The year in which the contribu¬ 
tion was received by such individual or 
such committee, association, or organiza¬ 
tion; 

(4) The name of the contributor; 

(5) The particular nomination or elec¬ 
tion for which the contribution has been 
paid, by specifying— 

(f) The specific public office for which 
such nomination or election is sought; 

Hi) The year or years in which such 
nomination and (or) election will be 
(orwas) held; 

HU) Whether such office is Federal, 
State, or local; and 

(iv) If such office is State or local, the 
particular State or locality Involved; and 

(5) In the case of an individual de¬ 
scribed in paragraph (b)(1) (ii) of this 
section, that Form 4908 was or will be 
filed in the manner prescribed in para¬ 
graph (c)(1) of $ 1.41-2; or, in the case 
of a committee, association, or organi¬ 
zation described in paragraph (b)(1) 
(iii) (a) of this section, that Form 4909 
was or will be filed in the manner pre¬ 
scribed in paragraph (c)(1) of § 1.41-2; 
and that the undertakings set forth in 
such form will be observed. 

(c) Sample receipts. The following 
samples illustrate the type of forms 
which will be deemed to satisfy the re¬ 
quirements of (b) of this subdivision. 


PROPOSED RULE MAKING 

Sample Receipt—Individual Candidate 

I, John Doe, of Illinois, in connection with 
my campaign for nomination and election to 
the UJS. Senate in 1972: 

(1) Acknowledge receipt during 1972 of 

$-from__ 

and 

(2) Declare that Internal Revenue Serv¬ 
ice Form 4908 was or will have been prop¬ 
erly filed before the end of this calendar 
year, and that the undertakings in such 
form will be observed. 


John Doe 

Sample Receipt—Campaign Committee for 
Named Candidates 

The Illinois Committee for John Doe, for 
the nomination and election of John Doe 
to the U.8. Senate in 1972: 

(1) Acknowledges receipt during 1972 of 

$-from__ 

and 

(2) Declares that Internal Revenue Serv¬ 
ice Form 4909 was or will have been prop¬ 
erly filed before the end of this calendar 
year, and that the undertakings in such 
form will be observed. 

The Illinois Committee for John Doe. 

By. 

Authorized agent 

Sample Receipt—Campaign Committee for 
Multiple Candidates 

The Illinois Committee for an Effective 
Congress, for the nomination and election of 
certain Individuals to the Congress of the 
United States in 1972: 

(1) Acknowledges receipt during 1972 of 

$-from __ 

and 

(2) Declares that Internal Revenue Service 
Form 4909 was or will have been properly 
filed before the end of this calendar year, 
and that the undertakings in such form will 
be observed. 

Illinois Committee for an Effective Con¬ 
gress. 

By... 

Authorized auent 

Sample Receipt—Campaign Committee for 

Multiple Candidates in More Than one 

State 

The Illinois Committee for Good Govern¬ 
ment, for the nomination and election of 
certain individuals to Federal. State, or local 
elective public offices in 1972: 

(1) Acknowledges receipt during 1972 of 

$-from_, 

and 

(2) Declares that Internal Revenue Service 
Form 4909 was or will have been properly 
filed before the end of this calendar year, and 
that the undertakings in such form will be 
observed. 

Illinois Committee for Good Government. 

By. 

Authorized agent 

(3) Illustrations. The application of 
this paragraph may be illustrated by the 
following examples: 

Example (1) . Assume that A, an unmarried 
individual, makes a political contribution of 
$10 for his taxable year ending on December 
31, 1972. Assume, further, that A's total tax 
liability for such taxable year is $100, and 
that A has no allowable credit under section 
33, 35, 37, or 38. Under the provisions of sub- 
paragraph (1) of this paragraph, A is allowed 
a credit against tax for such taxable year 
equal to 50 percent of the amount of such 
contribution, or $5. 

Example (2). Assume the facts as stated in 
example (1), except that A makes a political 


19141 

contribution of $30 for his taxable year end¬ 
ing on December 31, 1972. Since an amount 
equal to 50 percent of the amount of such 
contribution (l.e., $15) exceeds the maxi¬ 
mum allowable amount under subparagraph 
(2) (i) of this paragraph. A is allowed a 
credit against tax for such taxable year equal 
to such maximum allowable amount, or 
$12.50. 

Example (3) . Assume the facts as stated in 
example (1), except that A’S total tax 
liability for the taxable year is, when reduced 
by the retirement income credit under sec¬ 
tion 37, equal to $3. Since an amount equal 
to 50 percent of the amount of such con¬ 
tribution (l.e., $5) exceeds the maximum 
allowable amount under subparagraph (2) 

(ii) of this paragrapth (l.e., A’s total tax 
liability for the taxable year, reduced by the 
sum of the credits allowable under sections 
33, 35. 37, and 381, A is allowed a credit 
against tax for such taxable year equal to 
such maximum allowable amount, or $3. 

Example (4). Assume that H and W. 
married individuals, make a Joint return for 
their taxable year ending on December 31, 
1972, and that H makes a political contribu¬ 
tion of $50 for such taxable year. Assume, 
further, that the Joint tax liability of H and 
W for such taxable year Is $100 and that H 
and W have no allowable credit under section 
33, 35, 37. or 38. Under the provisions of 
subparagraph (I) of this paragraph, H and 
W are allowed a credit against tax for such 
taxable year equal to 50 percent of the 
amount of the contribution, or $25. 

Example (5) . Assume the facts as stated in 
example (4), except that H and W make sep¬ 
arate returns for their taxable year ending on 
December 31, 1972. Assume, further, that H’s 
total tax liability for such taxable year is 
$75, and that H has no aUo-wable credit under 
section 33, 35, 37, or 38. Since H made the 
political contribution, only H may claim a 
credit for such contribution under section 41. 
In addition, since an amount equal to 50 per¬ 
cent of the amount of such contribution 
(l.e., $25) exceeds the maximum allowable 
amount under subparagraph (2)(i) of this 
paragraph, H Is allowed a credit against tax 
for such taxable year equal to such maxi¬ 
mum allowable amount, or $12.50. 

(b) Definitions —(1) Political contri¬ 
bution —(i) In general, (a) For purposes 
of sections 41 and 218 and subject to the 
provisions of § 1.41-2, the term “political 
contribution” means any contribution, or 
gift, of money to one or more of the in¬ 
dividuals described in subdivision (ii) of 
this subparagraph, or of the committees, 
associations, or organizations described 
in subdivision (iii), of this subparagraph. 

( b ) The term also includes any amount 
paid for the purchase of a ticket to a 
political dinner or function, provided 
that such dinner or function— 

(1) In the case of a political dinner or 
function by or on behalf of an individual 
described in subdivision (ii) of tills sub- 
paragraph or a committee, association, or 
organization described in subdivision 

(iii) (a) of this subparagraph, is clearly 
in the context of the campaign of one or 
more individuals who have qualified as 
candidates under subparagraph (2) of 
this paragraph by the end of the calendar 
year in which such ticket is purchased, 
and 

(2) Is not primarily a divice to confer 
private benefits in the form of meals or 
entertainment to the contributor. Ordi¬ 
narily, a dinner or function which is Inci¬ 
dental to the essentially political nature 
of the event in connection with which 
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such dinner or function occurs will not 
be considered primarily a device to con¬ 
fer private benefits in the form of meals 
or entertainment to the contributor. 

(c) If a political dinner or function is 
primarily a device to confer private bene¬ 
fits in the form of meals or entertainment 
to the contributor, then the term “politi¬ 
cal contribution” includes only the excess 
of the amount paid for a ticket to such 
dinner or function over the fair market 
value of all of the privileges and benefits 
received or receivable by the contributor 
as consideration for the amount paid. A 
reasonable, good faith estimate of the 
fair market value of such privileges and 
benefits will ordinarily be accepted for 
purposes of making such determination. 

(d> Notwithstanding the preceding 
provisions of this subdivision, the term 
“political contribution” does not in¬ 
clude— 

U) A contribution, or gift, of property 
or services; 

(2) Any amount paid for a raffle ticket 
purchased in connection with a political 
campaign; or 

(3) Except as provided in section 
276(c) and the regulations thereunder, 
any amount paid for the purchase of ad¬ 
vertising in a publication of an individual 
described in subdivision (ii) of this sub- 
paragraph. or of a committee, associa¬ 
tion. or organization described in 
subdivision (iii) of this subparagraph. 

(ii) Individuals. An individual de¬ 
scribed in subdivision (i) of this sub- 
paragraph is an individual who is a can¬ 
didate for nomination or election to any 
Federal, State, or local elective public 
office in any primary, general, or special 
election, but only if the contribution or 
gift is to be used by him to further his 
candidacy for nomination or election to 
that office. 

(iii) Committees , associations , or or - 
ganizations. A committee, association, or 
organization described in subdivision (i) 
of this subparagraph is— 

(a) Any committee, association, or 
organization (whether or not incorpo¬ 
rated) organized and operated exclu¬ 
sively for the purpose of influencing, or 
attempting to influence, the nomination 
or election of one or more individuals 
who are candidates for nomination or 
election to any Federal, State, or local 
elective public office, but only if the con¬ 
tribution or gift is to be used by such 
committee, association, or organization 
to further the candidacy of such indi¬ 
vidual or individuals for nomination or 
election to that office; 

(b) The national committee of a 
national political party; 

(c) The State committee of a national 
political party as designated by the 
national committee of such party; and 

(d > The one local committee of each 
local unit of a national political party, 
as designated by the State committee of 
such party designated under (c) of this 
subdivision. 

(iv) Limitation on committee activity. 
(a> A contribution or gift to a commit¬ 
tee. association, or organization de¬ 
scribed in subdivision (iii) (a) of this 
subparagraph will not qualify as a polit¬ 


ical contribution if such committee, 
association, or organization lias to any 
extent any purpose in addition to, or 
other than, the purpose of furthering 
the candidacy of an individual or indi¬ 
viduals for nomination or election to a 
Federal, State, or local elective public 
office in a primary, general, or special 
election. Thus, for example, a contri¬ 
bution to a political action committee 
which engages in general political, edu¬ 
cational. or legislative activities will not 
qualify as a political contribution. 

ib) A committee, association, or or¬ 
ganization described in subdivision (iii) 

(a) of this subparagraph may be run 
in conjunction with a political action 
committee, but contributions to the com¬ 
mittee, association, or organization de¬ 
scribed in such subdivision may qualify 
as political contributions only if they 
are received directly from individual tax¬ 
payers and not from the political action 
committee. Contributions made by indi¬ 
vidual taxpayers to a political action 
committee will not qualify as political 
contributions even if such contributions 
are later contributed by the political ac¬ 
tion committee to a committee, associa¬ 
tion, or organization described in sub¬ 
division (iii) (a) of this subparagraph. 

(c) If an organization which engages 
in general political, educational, or legis¬ 
lative activities operates a division which 
is organized and operated exclusively for 
the purpose of furthering the candidacy 
of an individual or individuals for nomi¬ 
nation of election to a Federal, State, or 
local elective public office, contributions 
to such division may qualify as political 
contributions, provided that such di¬ 
vision is, in fact, operated separately. If 
a labor union, business league, corpora¬ 
tion, or other organization operates a 
fund or division organized and operated 
exclusively for the purpose of furthering 
the candidacy of an individual or indi¬ 
viduals for nomination or election to a 
Federal, State, or local elective public 
office, contributions to such fund or di¬ 
vision may qualify as political contribu¬ 
tions, provided that such fund or division 
is. in fact, operated separately. 

(d) Contributions to a campaign com¬ 
mittee organized for the purpose of sup¬ 
porting candidates both currently and in 
the future, such as a congressional cam¬ 
paign committee, or organized for the 
purpose of supporting candidacies which 
qualify, and candidacies which do not 
qualify, under subparagraph (2) of this 
paragraph will qualify as political con¬ 
tributions if the requirements set forth 
in this section and 8 1.41-2 are other¬ 
wise satisfied. 

(2) Candidate, (i) For purposes of sec¬ 
tions 41 and 218, the term “candidate” 
means, with respect to any Federal, 
State, or local elective public office, an 
individual w f ho— 

(a) Has publicly announced that he 
is a candidate for nomination or election 
to such office, and 

(b) Meets the qualifications prescribed 
by law to hold such office. 

(ii) An individual shall be considered 
to have made a public announcement of 
candidacy only if he makes a positive 


statement, rendered publicly, that he in¬ 
tends to seek nomination or election to 
the specified Federal, State, or local elec¬ 
tive public office. It is not necessary that 
he make such statement in the State or 
district w T here he will seek nomination 
or election; nor is it necessary that he 
make the statement at a formal press 
conference. A qualifying announcement 
would be one, for example, which is made 
by w ay of an announcement on television 
or radio or by w r ay of a news release or 
announcement. Incumbency in the office 
for which an individual is seeking nomi¬ 
nation or reelection will not of itself con¬ 
stitute a public announcement that he 
is a candidate for such nomination or 
reelection. 

(iii) In the case of a candidate who 
seeks nomination for one office but ulti¬ 
mately runs for another, such as, for 
example, a candidate for President of 
the United States who is ultimately 
slated as the party nominee for Vice 
President, it will not be necessary to 
distinguish betw r een contributions made 
in connection with seeking the nomina¬ 
tion for President and contributions 
made in connection with the final elec¬ 
tion for Vice President. The entire 
activity will be treated as a single 
candidacy. 

(3) National political party. For pur¬ 
poses of sections 41 and 218, the term 
“national political party” means— 

(i) In the case of contributions made 
during a taxable year of the taxpayer in 
which the electors of President and Vice 
President of the United States are 
chosen, a political party presenting 
candidates or electors for such offices on 
the official election ballot of 10 or more 
States, or 

(ii) In the case of contributions made 
during any other taxable year of the 
taxpayer, a political party which met 
the qualifications described in subdivi¬ 
sion (i) of this subparagraph in the last 
preceding election of a President and 
Vice President of the United States. 

(4) State and local. For purposes of 
sections 41 and 218— 

(i) The term “State” means the vari¬ 
ous States and the District of Columbia, 
and 

(ii) The term “local” means a political 
subdivision of a State or part of such 
subdivision, or tw f o or more political sub¬ 
divisions of a State or parts of such sub¬ 
divisions. 

(5) Elective public office. For purposes 
of sections 41 and 218, the term “elective 
public office” includes any office election 
to which requires solicitation of votes 
from the general public. However, such 
term does not include any office or posi¬ 
tion in any National, State, or local po¬ 
litical party or similar organization, or 
membership in the electoral college for 
election of the President and Vice Presi¬ 
dent of the United States. 

(c) Election to take credit. A taxpayer 
may not be allowed the credit provided 
by section 41 and this section unless he 
elects to take such credit for the tax¬ 
able year in which the political contribu¬ 
tions are paid. The taxpayer shall signify 
on his return his election to take the 
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credit by claiming the credit on such re¬ 
turn instead of itemizing any deduction 
otherwise allowed under section 218 for 
such contributions for such taxable year. 

(d) Restrictions —(1) In general. The 
credit provided by section 41 and this 
section may be elected only by an in¬ 
dividual taxpayer, and not, for example, 
by any corporation, association, com¬ 
pany. organization, estate, or trust. 
■However, pursuant to section 703(b), 
such credit may be elected by a partner¬ 
ship in connection with any political 
contribution made by such partnership; 
the credit so elected shall apply to each 
partner's distributive share of such con¬ 
tribution. 

(2) Cross-reference. For provisions 
relating to the disallowance to estates 
and trusts of the credit provided by sec¬ 
tion 41 and this section, see section 
642(a)(3). 

(e) Effective date . The provisions of 
section 41 and this section apply to 
‘taxable years ending after December 
31,1971, but only with respect to political 
contributions, payment of which is made 
after such date. 

§ 1.41—2 Restrictions applicable to cer¬ 
tain contributions. 

(a) Application of section. This sec¬ 
tion provides certain limitations which 
must be applied only in the case of con¬ 
tributions or gifts to individual candi¬ 
dates described in section 41(c)(1)(A) 
and subdivision (ii) of § 1.41-l(b) (1) 
and to committees, associations, or 
organizations described in section 
41(c)(1)(B) and subdivision (iii) (a) of 
§ 1.41-1 (b) (1). For purposes of this sec¬ 
tion, such a candidate is referred to as 
an “individual” and such a committee, 
association, or organization is referred 
to as a “campaign committee." 

(b) Time for qualification as a can¬ 
didate. A contribution or gift to an in¬ 
dividual will not qualify as a political 
contribution unless he qualifies as a can¬ 
didate under paragraph (b)(2) of 
§ 1.41-1 by the end of the calendar year 
in which the contribution or gift is made. 
A contribution or gift to a campaign 
committee will not qualify as a political 
contribution unless the individual or in¬ 
dividuals for whose candidacy such con¬ 
tribution or gift is to be used qualifies as 
a candidate under paragraph (b) (2) of 
§ 1.41-1 by the end of the calendar year 
in which the contribution or gift is made. 
To qualify as political contributions, it 
is not necessary that contributions made 
to further the nomination or election of 
an individual who has qualified as a 
candidate under paragraph (b) (2) of 
§ 1.41-1 be made before the election for 
which such individual is a candidate. 
Once the individual has qualified as a 
candidate, he remains a qualified can¬ 
didate for the specific election involved 
with respect to contributions made to 
meet the cost of that election irrespective 
of when the contributions are made. 
Thus, if an individual who qualified as 
a candidate in 1972 and was elected to 
public office in that year sustains a cam¬ 
paign deficit with respect to that elec¬ 
tion, contributions to satisfy such deficit 
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which are made in 1973 to such individ¬ 
ual, or to a compaign committee orga¬ 
nized and operated to further the candi¬ 
dacy of such individual for election to 
that office, may qualify as political con¬ 
tributions. 

(c) Requirement for filing of report — 

(1) In general. A contribution or gift to 
an individual or to a campaign commit¬ 
tee w’ill not qualify as a political con¬ 
tribution unless such individual or com¬ 
mittee makes a report on the form pre¬ 
scribed by subparagraph (2) or (3) of 
this paragraph with the service center 
designated in the instructions to such 
form. The form must be filed for each 
calendar year with respect to all polit¬ 
ical contributions received during the 
calendar year and must be filed before 
the end of such calendar year. The re¬ 
port made by an individual must be 
signed by him or an authorized agent; 
the report made by a campaign com¬ 
mittee must be signed by an officer or 
authorized agent of the committee. No 
report is required to be made for a cal¬ 
endar year during which no contribu¬ 
tions are received. For penalty for false, 
fraudulent, or fictitious statements see 
18U.S.C. 1001. 

(2) Form 4908 for individuals. The re¬ 
port to be made by an individual shall 
be on Form 4908 and shall contain the 
following information and representa¬ 
tions: 

(i) The individual’s name, address, 
and social security number; 

(ii) The year or years in which the 
nomination and (or) election is to be or 
was held; 

(iii) The specific public office involved 
and, if such office is not a Federal office, 
the particular State or locality involved ; 

(iv) That he is (or was, if the date of 
voting has occurred) a candidate for 
such office within the meaning of 
§ 1.41—1(b) (2); 

(v) That he had publicly announced 
his candidacy by the end of the calendar 
year for which such form is filed; 

(vi) That all contributions received by 
him constituting restricted amounts (as 
defined in paragraph (d) (1) of this sec¬ 
tion) will be expended only as provided 
in paragraph (d) (4) or (6) of this sec¬ 
tion; 

(vii) That he will maintain records 
adequate to identify such contributions 
and expenditures; and 

(viii) That he will file with the In¬ 
ternal Revenue Service such further in¬ 
formation as the Internal Revenue Serv¬ 
ice may require. 

(3) Form 4909 for committees. The re¬ 
port to be made by a campaign commit¬ 
tee shall be made on Form 4909 and 
shall contain the following information 
and representations: 

(i) The committee’s official name, ad¬ 
dress, and employer identification num¬ 
ber: 

(ii) The year or years in which the 
nomination and (or) election is to be 
or was held; 

(iii) The specific public office involved 
and, if such office is not a Federal office, 
the particular State or locality involved; 

(lv) If more than one individual who 
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is a candidate is being supported by such 
committee, a schedule listing the names 
of such individuals and the offices for 
which they are candidates; 

(v) That all contributions constitut¬ 
ing restricted amounts (as defined in par¬ 
agraph (d)(1) of this section) and re¬ 
ceived by it during the year for which 
such report is filed will be expended only 
as provided in paragraph (d) (4) or (6) 
of tliis section and will be used solely on 
behalf of individuals who by the end of 
such year have filed Form 4908; 

(vi) That it will maintain records ade¬ 
quate to identify such contributions and 
expenditures; and 

(viii) That it will file with the Internal 
Revenue Service such further informa¬ 
tion as the Internal Revenue Service may 
require. 

(d) Expenditure of political contribu¬ 
tions .—(1) Restricted amounts. For pur¬ 
poses of this section, the term “restricted 
amount” means every contribution or 
gift qualifying as a political contribution 
without regard to this paragraph and re¬ 
ceived during a calendar year by an in¬ 
dividual or by a campaign committee 
which— 

(1) Is paid by an individual taxpayer 
and— 

(a) Does not exceed the amount of 
$100, or 

(b) Exceeds the amount of $100, but 
only to the extent such contribution or 
gift does not exceed $100; or 

(ii) Is paid by a campaign committee 
from restricted amounts of such commit¬ 
tee. 

(2) Unrestricted amounts. For pur¬ 
poses of this section, the term “unre¬ 
stricted amount” means every contribu¬ 
tion or gift received during a calendar 
year by an individual or by a campaign 
committee which— 

(i) Constitutes a contribution or gift 
not described in subparagraph (1) of this 
paragraph, or 

(ii) Is accounted for pursuant to pro¬ 
cedures approved in advance by the 
Commissioner of Internal Revenue as 
being adequate to insure that taxpayers 
will not claim a credit under section 41, 
or a deduction under section 218, with 
respect to such contribution or gift. 

Any request for approval of procedures 
described in subdivision (ii) of this sub- 
paragraph must be made by submitting a 
letter, setting forth sufficient facts and 
circumstances, to the Commissioner of 
Internal Revenue, Attention: Income 
Tax Division. Washington, D.C. 20224, 

(3) Recordkeeping requirement. All in¬ 
dividuals and campaign committees are 
required to maintain records adequate to 
identify restricted and unrestricted 
amounts described in subparagraphs (1) 
and (2) of this paragraph. 

(4) Limitation on use of restricted 
amounts —(i) In general. Restricted 
amounts described in subparagraph (1) 
of this paragraph may be used only to 
satisfy expenditures incurred to further 
the candidacy of one or more individuals 
for nomination or election to the Federal, 
State, or local elective public office in the 
primary, general, or special election in¬ 
volved, provided that such expenditures 
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are incurred during a calendar year in 
which such individual or individuals 
qualify as candidates under paragraph 
(b> (2) of § 1.41—1 or are incurred after 
the campaign in respect of which such 
individual or individuals are candidates 
and are directly related to the campaign. 
A campaign committee may use re¬ 
stricted amounts to satisfy expenditures 
incurred to further the candidacy of one 
or more individuals for nomination or 
election to the Federal. State, or local 
elective public office in the primary, gen¬ 
eral, or special election involved by mak¬ 
ing contributions for such purpose to an 
individual or individuals who qualify as 
candidates under paragraph (b)(2) of 
§ 1.41-1 by the end of the calendar year 
in which such amounts are received from 
taxpayers or to another campaign com¬ 
mittee which uses such contributions for 
an individual or individuals who so 
qualify. 

(ii) Qualifying expenditures defined, 
(a) Expenditures incurred to further the 
candidacy of an individual for nomina¬ 
tion or election to any Federal, State, or 
local elective public office in any primary, 
general, or special election include all ex¬ 
penditures incurred in the context of the 
political campaign, such as expenses for 
return trips home in connection with the 
actual campaign, expenses incurred in 
raising political contributions, expenses 
incurred for research and polling in 
connection with the campaign, ex¬ 
penses incurred to administer the cam¬ 
paign committee, and other general ad¬ 
ministrative expenses of the campaign. 

<b) Expenses incurred in connection 
with a political dinner or function, such 
as hall rental, salaries, advertising costs, 
printing of tickets, and cost of food and 
beverages, are also included as qualifying 
expenditures under (a) of this subdivi¬ 
sion if such dinner or function is given in 
the clear setting of the political campaign 
with a view of raising campaign funds 
for one or more individuals who qualify 
as candidates under paragraph (b)(2) of 
8 1.41-1. 

<c) Any expenditure incurred by an 
individual who qualifies as a candidate 
under paragraph (b)(2) of §1.41-1, or 
by a campaign committee supporting the 
candidacy of such an individual, which is 
in good faith determined by such indi¬ 
vidual or committee to be directly related 
to his campaign for nomination or elec¬ 
tion to the Federal, State, or local elec¬ 
tive public office for which he is a candi¬ 
date shall be presumed to be an expendi¬ 
ture to further his candidacy for such 
nomination or election. 

(d) That part of the expenses incurred 
by a compaign committee which is in¬ 
curred on behalf of one or more individ¬ 
uals who do not qualify as candidates 
under paragraph (b) (2) of § 1.41-1 must 
be expended from unrestricted amounts 
described in subparagraph (2) of this 
paragraph. 

(e) The application of this subdivision 
may be Illustrated by the following 
examples: 


Example (1). C is a Congressman in the 
U.S. House of Representatives. In 1973, C 
qualifies as a candidate under § 1.41-1 (b) (2) 
for reelection to the same office In November 
of 1974. In March of 1974, C travels to his 
home Jurisdiction to confer with his con¬ 
stituency. C in good faith determines that 
the expenses incurred in connection with the 
trip are directly related to his campaign for 
reelection to the House of Representatives. 
Therefore, such expenses are presumed to 
be expenditures to further C’s candidacy for 
reelection to that office. 

Example (2>. Assume the same facts as in 
example (1 >. except that for each month of 
1974. C publishes and distributes to his con¬ 
stituency a newsletter describing his activi¬ 
ties in the House of Representatives. C in 
good faith determines that the expenses in¬ 
curred in connection with the newsletter are 
not directly related to his campaign for re- 
election to the House of Representatives. 
Accordingly, such expenses are not presumed 
to be expenditures to further C’s candidacy 
for reelection to that office. 

Example (3). Assume the same facts as in 
example (1). except that the expenses re¬ 
lated to C’s trip to his home Jurisdiction are 
incurred before his qualification as a can¬ 
didate under § 1.41-l(b) (2) for reelection 
to the House of Representatives in 1974. 
Accordingly, such expenses are not presumed 
to be expenditures to further C’s candidacy 
for reelection to that office. 

<5> Determination of proper use. In 
applying subparagraph (4) (i) of this 
paragraph, restricted amounts will be 
deemed to have been used for any calen¬ 
dar year for purposes specified in such 
subparagraph to the extent of the total 
of all expenditures incurred during such 
year by the individual or the campaign 
committee for purposes specified in such 
subparagraph. 

<6> Unexpended restricted amounts. 
(i» That portion of the restricted 
amounts of an individual which is not 
used as provided in subparagraph (4) (i) 
of this paragraph may be retained by 
such individual at the end of the political 
campaign and be used in accordance with 
such subparagraph the next time such 
individual is a candidate within the 
meaning of § 1.41-l(b)(2) for the same 
office in respect of which such portion 
was contributed. 

(ii) That portion of the restricted 
amounts of a campaign committee which 
is not used as provided in subparagraph 
(4) (i) of this paragraph may be retained 
by such committee at the end of the 
political campaign and be used in accord¬ 
ance with such subparagraph on behalf 
of any individuals who qualified as candi¬ 
dates under paragraph (b)(2) of § 1.41-1 
by the end of the calendar year in which 
such portion was contributed and are 
again candidates within the meaning of 
such paragraph for the same office in 
respect of which such portion was 
contributed. 

(iii) That portion of the restricted 
amounts of an individual or campaign 
committee which is not used as provided 
in subparagraph (4) (i) of this paragraph 
and may not be used as provided in sub¬ 
division (i) or (ii) of this subparagraph 
Will constitute unexpended restricted 
amounts and must be either— 


(a) Paid to a National, State, or local 
committee described in subdivision (iii> 
(b), (c), or (d) of § 1.41-1 (b)(1), or 

(b) Deposited in the general fund of 
the U.S. Treasury or of any State or local 
government. 

Par. 2. Section 1.218 is amended by re¬ 
designating such section as § 1.219, by re¬ 
designating section 218 as section 219 
and by revising the historical note, as 
follows: 

§ 1.219 Slain lory provisions; cross ref. 
rrenccs. 

Sec. 219. Cross references. • * * 

(Sec. 218 as redesignated by secs. 213(a)(1) 
Rev. Act 1964 (78 Stat. 60) and 702(a), Rev- 
Act 1971 (85 Stat. 661)1 

Par. 3. The following new sections are 
inserted immediately after § 1.217-1: 

§ 1.218 Statutory provisions; contribu¬ 
tions to candidates for public ofiiee. 

Sec. 218. Contributions to candidates for 
public office —(a) Allowance of deduction, in 
the case of an individual, there shall be 
allowed as a deduction any political contribu¬ 
tion (as defined in section 41(c)(1)) pay¬ 
ment of which Is made by such individual 
within the taxable year. 

(b) Limitations —(1) Amount. The deduc¬ 
tion under subsection (a) shall not exceed 
$50 ($100 in the case of a Joint return 
under section 6013). 

(2) Verification. The deductions under 
subsection (a) shall be allowed, with re¬ 
spect to any political contribution, only If 
such political contribution Is verified in such 
manner as the Secretary or his delegate shall 
prescribe by regulations. 

(c) Election to take credit in lieu of de¬ 
duction. This section shall not apply in the 
case of any taxpayer who. for the taxable 
year, elects to take the credit against tax 
provided by section 41 (relating to credit 
against tax for contributions to candidates 
for public office): Such election shall be 
made in such manner and at such time as 
the Secretary or his delegate shall prescribe 
by regulations. 

(d) Cross reference. For disallowance of 
deduction to estate and trusts, see section 
642(1). 

(Sec. 218 as added by section 702(a), Rev 
Act 1971 (86 Stat. 561) 1 

§1.218—) Deduction for contribution* 
to candidates for public office. 

(a) Allowance of deduction. Subject to 
the limitations of paragraph (b) of this 
section, in the case of an individual, 
there shall be allowed as a deduction for 
the taxable year any political contribu¬ 
tion, payment of which is made by such 
individual within such taxable year. In 
no event shall a political contribution 
qualify for the deduction allowed by sec¬ 
tion 218 and this section unless such con¬ 
tribution is actually paid by the tax¬ 
payer within the taxable year for which 
the taxpayer claims such deduction. For 
purposes of the preceding sentence, the 
method of accounting employed by the 
taxpayer and the date on which such 
contribution is pledged shall be ir¬ 
relevant. In the case of married individ¬ 
uals making joint returns, a political 
contribution made by either spouse shall 
qualify for the deduction. In the case of 
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married individuals making separate re¬ 
turns, the contribution must have been 
made by the spouse claiming the deduc¬ 
tion. The provisions of paragraph (2) 
(relating to admission to any dinner or 
program) and paragraph (3) (relating to 
admission to an inaugural ball or similar 
event) of section 276(a), and the regu¬ 
lations thereunder, shall not apply to a 
deduction allowed by section 218 and 
this section. For definition of the term 
‘political contribution/' as used in this 
section, see paragraph (b) (1) of § 1.41-1. 

(b) Limitations —(1) Maximum de¬ 
duction. The deduction allowed by para¬ 
graph (a) of this section for a taxable 
year shall not exceed $50 (or $100, in the 
case of married individuals making a 
joint return). 

(2) Verification. The deduction al¬ 
lowed by paragraph (a) of this section 
shall be allowed, with respect to any 
political contribution, only if the tax¬ 
payer can verify that such contribution 
has, in fact, been paid. Such verifica¬ 
tion shall be made in the manner pre¬ 
scribed by paragraph (a)(2)(iii) of 
§ 1.41-1. The taxpayer is not required 
to identify on his income tax return 
the name of the candidate, or of the 
committee, association, or organization, 
to whom the contribution is made. 

(c) Election to take credit in lieu of 
deduction. The provisions of section 218 
and tills section shall not apply in the 
case of any taxpayer who, for the tax¬ 
able year, elects in the manner 
prescribed in sections 41 and 1.41-1 (c) 
to take the credit under such sections 
for any political contribution paid in 
such year. 

(d) Restrictions —(1) In general. The 
deduction provided by section 218 and 
this section may be claimed only by 
individual taxpayers who do not claim 
the standard deduction provided by sec¬ 
tion 141. The deduction provided by 
section 218 shall not be allowed in com¬ 
puting the taxable income of any cor¬ 
poration, association, company, organi¬ 
zation. estate, or trust. The deduction 
may be allowed in computing the taxable 
income of any individual partner of a 
partnership for his distributive share 
of any political contribution made by 
such partnership. 

(2) Cross-reference. For provisions 
relating to the disallowance to estates 
and trusts of the deduction provided by 
section 218 and this section, see sec¬ 
tion 642(1). 

(e) Effective date. The provisions of 
section 218 and this section apply to 
taxable years ending after December 31, 
1971, but only with respect to political 
contributions, payment of which is made 
after such date. 

Par. 4. Sections 1.642(a)(3), 1.642(a) 
<3)-l, 1.642(a) (3) -2, and 1.642(a) (3)-3 
are deleted. 

Par. 5. The following new section is in¬ 
serted immediately after § 1.642(a) (2)— 1: 

§ 1.612(a)(3) .Statutory provisions; es¬ 
tates and trusts; special rules for 
credits and deductions; political con¬ 
tributions. 

Sec. 642. Special rules for credits and de - 
Auctions—(n) Credits against tax. • • • 
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(3) Political contributions. An estate or 
trust shall not be allowed the credit against 
tax for political contributions provided by 
section 41. 

(Sec. 642(a) (3) as added by sec. 701 (bl , Rev. 
Act 1971 (85 Stat. 561)1 

Par. 6 . Section 1.642(1) is amended by 
redesignating such section as § 1.642(j), 
by redesignating section 642(1) as section 
642 (j), and by revising the historical 
note, as follows: 

§ 1.642(j) Statutory provisions; estates 
and trusts; special rules for credits 
and deductions; cross-references. 

Sec. 642. Special rules for credits and de¬ 
ductions. • * * 

(J) Cross-references. • • • 

(Sec. 642(J) as amended by sec. 201(d)(6) 
(B), Rev. Act 1964 (78 Stat. 32) and redesig¬ 
nated by sec. 702(b), Rev. Act 1971 (86 Stat. 
662) 1 

Par. 7. The heading of § 1.642(1)-1 is 
revised to read as follows: 

§ 1.642 (j)—1 Cross-references. 

• * • * • 

Par. 8. The following new section is in¬ 
serted immediately after § 1.642(h)-5: 

§ 1.642(i) Statutory' provisions; estates 
and trusts; special rules for credits 
and deductions; political contribu¬ 
tions. 

Sec. 642. Special rules for credits and de¬ 
ductions. • • * 

(i) Political contributions. An estate or 
trust shall not be allowed the deduction for 
contributions to candidates for public office 
provided by section 218. 

(Sec. 642(1) as added by sec. 702(b), Rev. 
Act 1971 (85 Stat. 662) ( 

(FR Doc.72-15819 Filed 9-18-72:8:45 am) 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Part 56 1 
SHELL EGGS 

Proposed Grading, U.S. Standards, 
Grades, and Weight Classes 

Notice is hereby given that the U.S. 
Department of Agriculture is considering 
amendments to the Regulations Govern¬ 
ing the Grading of Shell Eggs and U.S. 
Standards, Grades, and Weight Classes 
for Shell Eggs (7 CFR Part 56), under 
authority of the Agricultural Marketing 
Act of 1946, as amended (7 U.S.C. 1621- 
1627). 

Statement of considerations. The De¬ 
partment has been requested to establish 
standards for nest-run shell eggs prior to 
washing, grading, and sizing. Nest-run 
eggs are those eggs which are in the be¬ 
ginning phase of movement through the 
marketing channels and have not yet 
been washed, graded, or sized. The pur¬ 
pose of the standards would be to antici¬ 
pate the grade yield or such eggs after 
washing, grading, and sizing. In deter¬ 
mining the grade of a particular lot, 
stains (other than rusty or blackish ap¬ 
pearing cage marks or blood stains), and 
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adhering dirt or foreign material on the 
shell less than one-half inch in diameter 
would not be considered as quality fac¬ 
tors since such defects are usually re¬ 
moved during the washing process. How¬ 
ever, rusty or blackish appearing cage 
marks, blood stains, and adhering dirt 
or foreign material on the shell one- 
half inch or larger in diameter would be 
considered as quality factors since they 
are usually not readily removed by wash¬ 
ing. Commercial flocks are now generally 
large and the birds are of uniform age 
and breeding. Such flocks produce eggs 
relatively uniform in weight and quality 
characteristics, making it feasible to 
identify these factors by a sample grad¬ 
ing. Such gradings make it possible to 
trade based on size and quality without 
the undue effort and expense of an initial 
grading and packaging in bulk form fol¬ 
lowed by another grading prior to filial 
sale. A new definition would be added to 
define the term "cage mark.’* 

All persons who desire to submit writ¬ 
ten data, views, or comments in connec¬ 
tion with this proposal shall file the same 
in duplicate with the Hearing Clerk, U.S. 
Department of Agriculture. Room 112, 
Administration Building, Washington. 
D.C. 20250, no later than October 16. 
1972. 

The proposed amendments are as fol¬ 
lows: 

1. Section 56.1 would be amended by 
adding a new definition after the defini¬ 
tion of "applicant” to read: 

§ 56.1 Meaning of words and terms de¬ 
fined. 

♦ • • • • 

"Cage mark” means any stain-type 

mark caused by an egg coming in con¬ 
tact with a material that imparts a rusty 
or blackish appearance to the shell. 

• • • * • 

2. Following § 56.228, a new center 
heading would be added to read: 

U.S. Nest-Run Grade and Weight 
Classes for Shell Eggs 

3. A new § 56.230 would be added to 
read: 

§ 56.230 Grade. 

"U.S. Nest Run - Percent AA Qual¬ 

ity” shall consist of eggs of current pro¬ 
duction of which at least 20 percent are 
AA quality: and the actual percentage of 
AA quality eggs shall be stated in the 
grade name. Within the maximum of 15 
percent which may be below A quality, 
not more than 10 percent may be B qual¬ 
ity and C quality combined for shell tex¬ 
ture, shape, interior quality (including 
blood and meat spots), or due to rusty or 
blackish appearing cage marks or blood 
stains, not more than 2 percent may have 
adhering dirt or foreign material on the 
shell one-half inch or larger in diam¬ 
eter, not more than 6 percent may be 
checks and not more than 3 percent may 
be loss. Marks which are slightly gray 
in appearance and adhering dirt or for¬ 
eign material on the shell less than one- 
half inch in diameter are not considered 
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quality factors. The eggs shall be offi¬ 
cially graded for all other quality factors. 

4. A new S 56.231 would be added to 
read: 


§ 36.231 Summary of grade. 

A summary of the U.S. Nest-Run 
Grade for Shell Eggs follows in Table I 
of this section: 


Titui I.— Summary or U.S. N*st Run Gradb for Shbll Kgos 



Minimum percentage of 
quality required (lot 
average)* 

Maximum percentage tolerance permitted (15% lot average) 1 

Nest Run grade 
description 1 

AA A Quality 

Quality > or better 

13 and C Quality 
for shell texture or 
shape, interior 
quality (including Checks 
blood and meat 
spots), or cage 
marks * and blood 
stains 

Adhering dirt or 
I,os8 foreign material 

H Inch or larger 

In diameter 

b.S. nest run_% AA 

Quality.* 

20 86 

10 6 

3 2 


» Substitution of eggs of higher qualities for lowor specified qualities is permitted. ... 

* 8tains (other than rusty or blackish appearing cage marks or blood stains), and adhering dirt and foreign material 
on the shell less than Hinch in diameter shall not be considered as quality factors in determining the grade designation 

* No case may contain less than 10 percent AA quality. .... . ... , . ... ., . 

4 Cage marks which are rusty or blackish in appearance shall be considered as quality factors. Marks which are 
slightly gray in appearance are not considered as quality factors. 

* The actual total percentage must be stated in the grade name. 


5. A new § 56.232 would be added to 
read: 

§ 56.232 Weight classes. 

The weight classes for the U.S. Nest- 
Run Grade for Shell Eggs shall be as 
Indicated in Table I of this section and 
shall apply to Nest-Run Grade. 

Table I.—Weight Classes for US. Nest-Run 
Grade for Shell Eggs 

Minimum average 
net weight on 
lot basis 30- 
dozen cases 


Weight classes ( pounds) 

Class 1_51 

Class 2..-..48 

Class 3_45 

Class 4_42 

Class 5_39 


No individual sample case may vary more 
than 2 pounds (plus or minus) from the 
lot average. 

Signed at Washington, D.C., this 13th 
day of September 1972. 

John C. Blum, 
Acting Administrator . 

[FR Doc.72-15876 Filed 9-18-72;8:46 am] 

DEPARTMENT OF 
TRANSPORTATION 

Federal Aviation Administration 
[ 14 CFR Part 71 1 

[Airspace Docket No. 72-SO-77] 

TRANSITION AREA 
Proposed Designation 

The Federal Aviation Administration 
is considering an amendment to Part 71 
of the Federal Aviation Regulations that 
would designate the Carrollton, Ga., 
transition area. 

Interested persons may submit such 
written data, views, or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Federal 


Aviation Administration, Southern Re¬ 
gion, Air Traffic Division, Post Office Box 
20636, Atlanta, GA 30320. All communi¬ 
cations received within 30 days after 
publication of this notice in the Federal 
Register will be considered before action 
is taken on the proposed amendment. No 
hearing is contemplated at this time, but 
arrangements for informal conferences 
with Federal Aviation Administration 
officials may be made by contacting the 
Chief, Airspace and Procedures Branch. 
Any data, views, or arguments presented 
during such conferences must also be 
submitted in writing in accordance with 
this notice in order to become part of 
the record for consideration. The pro¬ 
posal contained in this notice may be 
changed in light of comments received. 

The official docket will be available 
for examination by interested persons at 
the Federal Aviation Administration, 
Southern Region, Room 724, 3400 Whip¬ 
ple Street, East Point, GA. 

The Carrollton transition area would 
be designated as: 

That airspace extending upward from 700 
feet above the surface within a 6.5-mlle 
radius of West Georgia Regional Airport (lat. 
33°37'47" N., long. 85 0 09'13" W.); within 3 
miles each side of the 168* bearing from 
Carrollton RBN (lat. 33°38'02” N.. long. 85*- 
09'13” W.), extending from the 0.5-mlle 
radius area to 8.5 miles south of the RBN. 

The proposed designation is required 
to provide controlled airspace protection 
for IFR operations at West Georgia 
Regional Airport. A prescribed instru¬ 
ment approach procedure to this airport, 
utilizing the Carrollton (private) Non- 
directional Radio Beacon, is proposed in 
conjunction with the designation of this 
transition area. 

This amendment is proposed under the 
authority of section 307 (a) of the Federal 
Aviation Act of 1958 (49 U.S.C. 1348(a)) 
and of section 6(c) of the Department of 
Transportation Act (49 U.S.C. 1655(c)). 

Issued in East Point, Ga., on Septem¬ 
ber 7,1972. 

Phillip M. Swatek, 
Director, Southern Region, 

[FR Doc.72-15871 Filed 9-18-72:8:46 am] 


Hazardous Materials Regulations 
Board 

[ 49 CFR Part 172 1 

[Docket No. HM-105; Notice 72-11] 

TRANSPORTATION OF HAZARDOUS 
MATERIALS 

Tank Car Utilization 

Correction 

In F.R. Doc. 72-14668 appearing on 
page 17565 of the issue for Wednesday, 
August 30, 1972, in the tabulated mate¬ 
rial under ••Article” in § 172.5(a). the 
words “Dichlorobutene, See" should be 
printed in italics. 


CIVIL AERONAUTICS BOARD 

[14 CFR Part 252 1 

[Docket No. 21708; EDR-231] 

SPECIFICALLY DESIGNATED “SMOK¬ 
ING” AREAS ABOARD COMMER¬ 
CIAL AIRCRAFT 

Notice of Proposed Rule Making 

September 13, 1972. 

Notice is hereby given that the Civil 
Aeronautics Board has under considera¬ 
tion the enactment of a new part to re¬ 
quire certificated air carriers (both route 
and supplemental carriers) to establish 
procedures designed to segregate pas¬ 
sengers who desire to be seated in des¬ 
ignated “smoking” areas and to prohibit 
smoking in all areas not so designated 
on commercial flights. 

The background and principal features 
of the proposed part are described and 
discussed in the attached explanatory 
statement and the proposal is set forth 
in the proposed rule. The part is proposed 
under the authority of sections 204(a), 
404(a), and 407 of the Federal Aviation 
Act of 1958, as amended, 72 Stat. 743. 
760, 766 (as amended); 49 U.S.C. 1324, 
1374,1377. 

Interested persons may participate in 
the proposed rule making through sub¬ 
mission of twelve (12) copies of written 
data, views, or arguments pertaining 
thereto, addressed to the Docket Section, 
Civil Aeronautics Board, Washington, 
D.C. 20428. Individual members of the 
general public who, as prospective pas¬ 
sengers, could be affected by the outcome 
of this proceeding, may participate in the 
proposed rule making through submis¬ 
sion of comments in letter form to the 
Docket Section at the above-indicated 
address, without the necessity of filing 
additional copies thereof. All relevant 
material received on or before November 
3, 1972, will be considered by the Board 
before taking final action on the pro¬ 
posed rule. Copies of such communica¬ 
tions will be available for examination 
by interested persons in the Docket Sec¬ 
tion of the Board, Room 712, Universal 
Building. 1825 Conecticut Avenue NW.. 
Washington, DC, upon receipt thereof. 

By the Civil Aeronautics Board. 

[seal] Harry J. Zink, 

Secretary. 
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Explanatory Statement 

In December 1969 Mr. Ralph Nader in 
his individual capacity filed with the 
Board and with the Federal Aviation Ad¬ 
ministration (FAA) petitions for rule 
making to ban the smoking of cigars, 
cigarettes, and pipes on all passenger¬ 
carrying air flights. At about the same 
time he filed with the FAA a petition to 
require the segregation of passengers 
who wish to smoke from those who do not 
wish to smoke aboard commercial air¬ 
craft. These petitions raise three prin¬ 
cipal issues: (a) Whether smoking on 
commercial aircraft creates a fire haz¬ 
ard; (b) whether tobacco smoke is 
injurious to the health of all passengers 
subjected to it; and (c) whether tobacco 
smoke causes annoyance and discomfort 
to the passengers. 

On March 19, 1970, the FAA issued an 
advance notice of rule making entitled 
"Smoking on aircraft operated by air 
carriers, air travel clubs, and commercial 
operators.” 1 In the explanatory state¬ 
ment portion of the rule, the FAA dis¬ 
missed the petitions insofar as they 
pertained to issue (c), above, and par¬ 
tially denied the petitions insofar as they 
pertained to issue (a), above. Thus, the 
scope of the petitions pending before the 
FAA was, according to the notice, to be 
limited to the issue of whether exposure 
to tobacco smoke aboard aircraft creates 
a health hazard to passengers. The no¬ 
tice referred to a joint study by the FAA 
and the Department of Health, Educa¬ 
tion, and Welfare (HEW) “to measure 
the amounts of tobacco smoke contam¬ 
inants in air transport aircraft, using 
flights carrying military personnel and 
dependents as a ‘test bed’ for the study.” 

For its part, the Board deferred regu¬ 
latory action with respect to issue (c), 
pending the results of the joint study. 

The joint study referred to in the FAA 
advance notice has now been completed. 
In general, the study concludes that the 
low levels of contaminants measured do 
not represent a health hazard to the 
nonsmoking passengers. On the other 
hand, the study found that a significant 
portion of the nonsmokers (over 60 per¬ 
cent) stated that they were bothered by 
tobacco smoke, suggesting that correc¬ 
tive action should be taken, such as a 
ban on smoking or the segregation of 
smokers from nonsmokers on commercial 
flights. Thus, although the FAA has not 
yet taken final action on the basis of the 
study, it now seems that there is no 
longer any reason for the Board to defer 
institution of rule making proceedings on 
issue (c) above, namely, whether the 
extent to which tobacco smoke causes 
annoyance and discomfort to passengers 
warrants remedial action, and, if so, what 
form of action that should take. 

As indicated above, the Nader petition 
filed with the Board asks for a ban on 
the smoking of cigars, cigarettes, and 
pipes on all passenger-carrying flights. 
An outright prohibition of smoking on 
commercial flights is an extremely 


1 Dockets Nos. 10012, 10033, notice 70-14, 
35 F.R. 6045, dated Mar. 26. 1970. 
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drastic remedy since it would incon¬ 
venience a substantial segment of the 
public which travels on airplanes and 
desires to smoke. Such a remedy should 
not be proposed if a less drastic one is 
available which would provide an ade¬ 
quate solution to the problem at hand. 
We believe that the provision of smoking 
and nonsmoking areas on aircraft is such 
a solution and the one which we now pro¬ 
pose. 

Recently, the Board’s Bureau of En¬ 
forcement conducted a survey of the cer¬ 
tificated carriers to ascertain their prac¬ 
tices with respect to certain in-flight 
amenities, including the provision of sep¬ 
arate compartments for those who wish 
to smoke and those who do not wish to 
smoke. From this survey it appears that, 
as a general rule, the trunkline carriers 
already segregate smokers from non- 
smokers; 5 while, on the other hand, as 
a general rule smokers are not segregated 
from nonsmokers by local service 
carriers,* supplemental air carriers,* and 
the Alaskan and Hawaiian carriers. 3 4 

The rule we propose would require all 
carriers to provide specially designated 
“smoking” areas, and prohibit smoking 
in all other areas. It would include the 
following minimum requirements: (1) 
The carriers would be required to set 
aside at the rear 0 of each compartment 
of an aircraft a section to be designated 
as a “smoking” area and prohibit smok¬ 
ing in the remaining seats in such com¬ 
partment; (2) the number of seats set 
aside as a “nonsmoking” area must be 
sufficient so that all persons who prefer 
not to be seated in proximity to a 
smoking passenger can be accommo¬ 
dated; and (3) the carriers would be re¬ 
quired to enforce their rules prohibiting 
smoking in nonsmoking areas. Under the 
proposed rule, carriers will not be re¬ 
quired to provide such segregated seating 
in compartments of three rows or less. 

Further, the proposed rule would also 
require carriers to provide a manual for 
their employees which shall set forth 


3 The exceptions axe: Branifr and National 

do not provide separate areas except on 747 
aircraft or in certain limited markets; East¬ 
ern does not segregate on air shuttle flights; 
Pan American does not segregate in the first- 
class section of 727 aircraft (eight seats); 
and Northwest does not designate separate 
areas for smokers and nonsmokers. 

5 The exceptions are that Air West desig¬ 
nates sections for smokers and nonsmokers 
on all flights; and Texas International seg¬ 
regates on DC-9 flights. 

♦ The exceptions are ONA and Trans Inter¬ 
national which designate separate areas for 
smokers and nonsmokers. 

3 A chart showing the results of this letter 
survey is attached to this explanatory state¬ 
ment as an appendix, filed as part of the 
original document. 

* Smoke drifts to the rear of an aircraft. 
For this reason it Is the practice among 
carriers which segregate smokers from non- 
smokers aboard commercial aircraft to place 
the smoking areas in the rear of each com¬ 
partment. See also the recent IOC decision 
prohibiting smoking on Interstate passenger 
buses except in a limited area located in the 
rear. Smoking by Passengers and Operating 
Personnel on Interstate Buses, 114 M.C.O. 
266 (November 17. 1971). 
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the company rules with respect to smok¬ 
ing by passengers aboard commercial 
aircraft. A copy of the manual would be 
required to be filed with the Board 
within 30 days after the effective date 
of the part. The Board may also direct 
an air carrier to modify any provision 
in the manual which it finds does not 
comply with the rules set forth in this 
part. 

Proposed Rule 

It is proposed to adopt a new part 
(Part 252) of the economic regulations 
as follows: 

PART 252—SEGREGATION OF PAS¬ 
SENGERS WHO DESIRE TO BE 
SEATED IN SPECIFICALLY DESIG¬ 
NATED “SMOKING” AREAS 
ABOARD COMMERCIAL AIRCRAFT 
OPERATED BY CERTIFICATED AIR 
CARRIERS 

Sec. 

252.1 Applicability. 

252.2 Carriers required to provide specially 

designated "smoking” Areas; smok¬ 
ing prohibited outside of such 
areas. 

262.3 Carrier to enforce its rules for the 

segregation of passengers in smok¬ 
ing and nonsmoking areas. 

252.4 Manual containing company rules for 

smoking by passengers aboard com¬ 
mercial aircraft. 

252.5 Board may modify manual rules to 

conform them to the provisions of 
this part. 

§ 252.1 Applicability. 

This part establishes the rules for the 
provision of specially designated areas 
for smoking cigarettes, cigars, and pipes 
in each compartment of an aircraft 
(hereinafter “smoking” areas). This part 
shall apply to each direct air carrier 
which holds a certificate of public con¬ 
venience and necessity issued pursuant 
to section 401 of the Act authorizing the 
transportation of persons. 

§ 252.2 Carriers requir€*d to provide 
specially designated “amok mg’* 
areas; smoking prohibited outside of 
such areas. 

Carriers subject to this part shall pro¬ 
vide “smoking” areas in the rear of each 
compartment of the aircraft and no 
smoking shall be permitted in the re¬ 
maining seats of such compartment: 
Provided , however ; That this requirement 
shall not apply if the compartment con¬ 
tains three rows or less. Each carrier 
shall adopt procedures, pursuant to this 
section, which shall insure that a suffi¬ 
cient number of seats in the “non¬ 
smoking” areas of the aircraft are avail¬ 
able to accommodate all persons who do 
not wish to be seated in proximity to 
persons who smoke. 

§ 252.3 Carrier to enforce it* rule* for 
the segregation of passengers in 
smoking and nonsmoking areas. 

Each carrier shall take such action as 
is necessary to enforce its rules with re¬ 
spect to the segregation of the seating of 
passengers in smoking and nonsmoking 
areas. - 
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§ 252.1 Manual containing company 
rule* for smoking by passengers 
aboard commercial aircraft. 

Each air carrier subject to this part 
shall maintain an employee manual con¬ 
taining company rules for smoking by 
passengers aboard commercial aircraft. 
One copy of such manual shall be filed 
with the Board within thirty (30) days 
after the effective date of this part, and 
revisions and amendments shall be filed 
within fifteen (15) days following adop¬ 
tion by the company. 

§ 252.5 Board may modify manual rules 
to conform them to the provisions of 
this part. 

If the Board finds that one or more 
company rules set forth in the manual 
is at variance with any provision of this 
part, the Board may by order modify 
such company rule to the extent neces¬ 
sary to conform the rules to the pro¬ 
visions of the part. 

[FR Doc.72-15916 Filed 9-18-72;8:49 am) 


SECURITIES AND EXCHANGE 
COMMISSION 

[17 CFR Part 240 1 

[Release 34-9731; File No. 57-433) 

SECURITIES REGISTERED ON 
EXCHANGES 

Proposal Regarding Availability of 

Prices and Volume of Completed 

Transactions 

The Commission is releasing for public 
comment a revision of proposed Rule 
17a-15 (17 CFR 240.17a-15) under the 
Securities Exchange Act of 1934 (the 
Act) requiring registered national se¬ 
curities exchanges, national securities 
associations, and broker-dealers who are 
not members of such organizations to 
make available through vendors of 
market transaction information price 
and volume reports as to completed 
transactions in securities registered on 
such exchanges. 

Many comments on the rule were re¬ 
ceived, and the revised rule differs from 
that proposed in Securities Exchange 
Act Release No. 9530 and in the Federal 
Register for March 21, 1972, at 37 F.R. 
5761 in several respects. First, it incor¬ 
porates the recommendation of the Com¬ 
mission’s Advisory Committee on Mar¬ 
ket Disclosure that all trades in a given 
security appear on the same tape dis¬ 
play or interrogation device. The Com¬ 
mission feels that any deletions of trade 
reports from a composite tape or inter¬ 
rogation system based on market of ex¬ 
ecution would tend to be misleading to 
the investing public and should not be 
permitted. The revised rule, therefore, 
provides that market transaction infor¬ 
mation must be furnished by vendors 
and displayed by subscribers exclusive¬ 
ly on a composite basis. 

Second, and also as recommended by 
the Advisory Committee, the revised rule 
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provides that trade reports appearing on 
the composite tape or an interrogation 
system shall identify the market where 
each trade was executed, at least until 
a central market system is developed. 

Third, the revised rule provides that 
self-regulatory organizations and non¬ 
member brokers or dealers may establish 
joint procedures by which market trans¬ 
action information is to be collected, 
processed and made available to ven¬ 
dors. Many of the commentators on Rule 
17a-15 as initially proposed, as well as 
the Advisory Committee, stressed the 
need for the central collection, process¬ 
ing, and dissemination of the informa¬ 
tion covered by the rule in order to in¬ 
sure, among other things, the uniform 
sequencing of trade reports. The Com¬ 
mission concurs in this view. The revi¬ 
sion also sets forth certain specific items 
which each plan filed pursuant to the 
rule should contain. 

The rule has been further revised to 
make clear that the imposition by self- 
regulatory organizations and vendors of 
reasonable, uniform charges for distri¬ 
bution of the information provided in 
connection with compliance with the 
rule will be permitted and that vendors 
may be required to make the informa¬ 
tion they distribute available through¬ 
out the continental United States to all 
qualified subscribers. 

Furthermore, some commentators 
have questioned whether the proposed 
rule is intended to require that users of 
market transaction information deal 
through vendors exclusively. The Com¬ 
mission wishes to note that nothing con¬ 
tained in the proposed rule is intended 
to prevent such users from utilizing 
their own display and interrogation 
equipment rather than that of vendors. 

Proposed Rule 17a-14 (17 CFR 

240.17a-14) under the Act, published 
for comment in Securities Exchange Act 
Release No. 9529 and in the F'ederal 
Register for March 21, 1972, at 37 Fit. 
5760 and relating to the establishment 
of a composite quotation system, is not 
being adopted or republished for com¬ 
ment at this time. Most comments re¬ 
ceived on the proposed rule were 
favorable, and it is the Commission’s 
present intention eventually to adopt the 
substance of the rule; nevertheless, the 
Commission is anxious to receive the 
report of its Advisory Committee on this 
subject before it determines what 
changes in the rule may be desirable. 
It is anticipated that such report will 
be forthcoming in the near future. Ac¬ 
cordingly, in planning the means by 
which they will comply with Rule 17a- 
15 the self-regulatory organizations 
should also consider the most appro¬ 
priate methods of accomplishing the 
objectives of proposed Rule 17a-14 so 
that both rules can be implemented as 
expeditiously as passible. Interested per¬ 
sons are invited to comment and provide 
relevant information on whether any 
modifications in proposed Rule 17a-15 
are necessary in light of prospects for 
adoption of a quotations rule such as 
proposed Rule 17a-14. 

Concern has been expressed by several 
commentators that both rules raise reg¬ 


ulatory problems of considerable dimen¬ 
sion. The Commission’s Advisory Com¬ 
mittee on a Central Market System, 
as well as the Commission’s own staff, 
are devoting careful study to the addi¬ 
tional regulation which is necessary in 
the public interest and for the protection 
of investors prior to implementation of 
either rule. After reviewing the recom¬ 
mendations resulting from such study, 
the Commission will act to promulgate 
such regulation as it deems appropriate. 

Text of Proposed Rule 

The Securities and Exchange Com¬ 
mission, acting pursuant to the provi¬ 
sions of the Securities Exchange Act of 
1934, and particularly sections 10(b), 
15(c), 17(a), and 23(a) thereof, hereby 
proposes to amend Part 240 of Title 17 
of the Code of Federal Regulations by 
adopting 5 240.17a-15 as follows; 

§ 2 10.17a—15 Reporting of market in¬ 
formation on transaction* in listed 
securities* 

(a) Every registered national securi¬ 
ties exchange (exchange) shall, with 
respect to transactions executed through 
the facilities of such exchange, and every 
national securities association (associa¬ 
tion) shall, with respect to over-the- 
counter transactions executed by its 
members in securities registered or 
admitted to unlisted trading privileges 
on an exchange (listed securities), file 
with the Commission on or before (45 
days after the adoption of this section) 
a plan, with respect to such exchange or 
association, for the dissemination of the 
information required to be reported pur¬ 
suant to tills section through vendors of 
market transaction information (ven¬ 
dors) . Such plan shall not become effec¬ 
tive unless the Commisison, having due 
regard for the maintenance of fair and 
orderly markets, the public interest and 
the protection of investors, declares the 
plan, with whatever changes are deemed 
necessary or appropriate by the Com¬ 
mission, to be effective. In declaring any 
such plan effective, the Commission may 
impose such terms and conditions relat¬ 
ing to the provisions of the plan and 
amendments thereto as it may deem 
necessary or appropriate. After (75 days 
after adoption of this section) market 
information relating to transactions in 
listed securities executed through the 
facilities of any exchange or in the over- 
the-counter market shall not be released 
on a current and continuing basis by 
such exchange or association or member 
thereof except pursuant to such an effec¬ 
tive plan. 

(b) Each plan filed pursuant to para¬ 
graph (a) of this section may include 
joint procedures designed to comply 
with all or any portion of such para¬ 
graph, shall contain copies of all rules, 
bylaws or other constituent instruments 
relating to any entity which may be 
established to implement the plan and 
shall specify, among other things: 

(1) The manner of collecting, process¬ 
ing, sequencing, distributing, and dis¬ 
playing the information required to be 
reported pursuant to this section; 
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(2) The applicable standards and 
methods which will be utilized to insure 
promptness of reporting, accuracy, com¬ 
pleteness, and similar matters; and 

(3) All other rules or procedures 
which may be adopted to insure that the 
market information will not be reported 
in a fraudulent or manipulative manner. 

Each such plan shall also provide that 
every vendor who receives any informa¬ 
tion reported pursuant to this section 
must agree to make available to its sub¬ 
scribers, on a current and continuing 
basis, through a moving, real-time last 
sale reporting system (composite tape) 
or an interrogation system, reports of 
prices and volume of all completed trans¬ 
actions from all reporting markets in 
any listed security reported on by such 
vendor. The plans also shall require that 
any person displaying information re¬ 
ported pursuant to this section shall 
agree not to exclude last sale reports 
based upon the market in which a trans¬ 
action was executed and that any public 
display of selected transaction informa¬ 
tion be clearly identified as only report¬ 
ing selected transactions classified as to 
size, category of security or other crite¬ 
ria. Each such composite tape or inter¬ 
rogation system, in displaying such in¬ 
formation, shall identify the marketplace 
where each such transaction was 
executed. 

(c) A “vendor" of market transaction 
information shall include any person en¬ 
gaged in the business of disseminating 
to brokers and dealers, on a real-time or 
other current and continuing basis, re¬ 
ports of transactions in listed securities, 
whether distributed through an elec¬ 
tronic communications network or shown 
on a terminal or other display device. 

<d) Every member of an exchange or 
association shall make and keep current, 
and promptly transmit to the exchange 
or association of which it is a member, 
information and records required by such 
exchange or association pursuant to the 
plan declared effective under paragraph 
(a) of this section. 

(e> Every broker or dealer who is not 
a member of an exchange or association 
and who effects transactions in listed 
securities, which transactions are not re¬ 
ported by any exchange or association 
pursuant to this section, shall file a plan 
meeting the requirements of paragraph 
(a) of this section, and such plan shall 
become effective in the manner specified 
in such paragraph. 

(f) Nothing in this section shall pre¬ 
clude any exchange or association, sep¬ 
arately or jointly, from imposing reason¬ 
able, uniform charges (irrespective of 
geographic location) for distribution of 
the information provided in connection 
with compliance with this section, nor 
from requiring vendors to make the In¬ 
formation they distribute available to all 
qualified subscribers throughout the con¬ 
tinental United States and to impose 
uniform distribution charges on their 
subscribers (irrespective of geographic 
location) . 

<g) No broker or dealer shall operate 
or maintain any display of information 


reported pursuant to this section which 
excludes last sale reports based upon the 
market in which a transaction was exe¬ 
cuted. 

(h) The Commission may exempt from 
the provisions of this section, either un¬ 
conditionally or on specified terms and 
conditions, any exchange, association, 
broker, dealer, vendor or specified type 
of security if the Commission determines 
that it is not necessary in the public in¬ 
terest or for the protection of investors 
that such exchange, association, broker, 
dealer, vendor or type of security be sub¬ 
ject to the provisions of this section. 

(Sec. 10(b). 48 Stat. 891, 15 U.S.C. 78J(b); 
sec. 15(c). 48 Stat. 895, 15 US.C. 78o(c); 
sec. 17(a). 48 Stat. 897, as amended 49 Stat. 
1379; sec. 4, 52 Stat. 1076; sec. 5, 15 U.S.C. 
78q; sec. 23(a), 48 Stat. 901, as amended. 49 
Stat. 1379; sec. 8,15 U.S.C. 78w) 

All interested persons may submit 
comments on the above proposal in writ¬ 
ing to the Securities and Exchange Com¬ 
mission, 500 North Capitol Street, Wash¬ 
ington, DC 20549, on or before Septem¬ 
ber 29, 1972. All communications should 
refer to File No. S7-433. 

By the Commission. 

[seal! Ronald F. Hunt, 

Secretary . 

August 14,1972. 

[FR Doc.72-15964 Filed 9-18-72;8;47 am] 

DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 

Food and Drug Administration 

[21 CFR Parts 135a, 135c, 141b, 

141d, 141e, 146d, 148, 148n 1 

ANTIBIOTIC DRUGS 

Proposed Recodification of 
Chloramphenicol Monographs 

Pursuant to provisions of the Federal 
Food, Drug, and Cosmetic Act (secs. 507, 
512(n), 59 Stat. 463, as amended, 82 Stat. 
350-351; 21 U.S.C. 357, 360b(n)) and 
under authority delegated to the Com¬ 
missioner of Food and Drugs (21 CFR 
2.120), it is proposed that Parts 135a, 
135c, 141b, 141d, 141e, 146d, 148, and 148n 
be amended and a new Part 151c be es¬ 
tablished to provide for the recodification 
of the chloramphenicol monographs. 

Certain monographs, specifically 
§§ 141d.301, 141d.303, 141d.304, 141d.308, 
141d.313, 146d.301, 146d.303 f 146d.304, 
146d.308, and 146d.313 will not be trans¬ 
ferred to Part 151c, but will remain in 
Parts 141 and 146 until other pending 
documents affecting these particular 
monographs are published and become 
effective. The monographs remaining in 
Parts 141 and 146 will be updated and 
revised. 

PART 135a—NEW ANIMAL DRUGS 
FOR OPHTHALMIC AND TOPICAL USE 

1 . It is proposed that Part 135a be 
amended: §8 135a and 135a.9 


§§ 135a.3 and 135n.9 [Amended] 

a. In §135a.3 Chloramphenicol-pred¬ 
nisolone-tetracaine-squalane suspension 
by revising the first sentence of para¬ 
graph (a) to read as follows: “The sus¬ 
pension conforms to the certification re¬ 
quirements of § 151c.16 of this chapter." 

b. In § 135a.9 Chloramphenicol oph¬ 
thalmic solution, veterinary by revising 
the first sentence of paragraph (a) to 
read as follows: “The solution conforms 
to the certification requirements of 
§ 151c.18 of this chapter." 


PART 135c—NEW ANIMAL DRUGS IN 
ORAL DOSAGE FORMS 

§ 135c.63 [Amended] 

2. It is proposed that Part 135c be 
amended in § 135C.63 Chloramphenicol 
capsules , veterinary by revising para¬ 
graph (a) to read as follows: “Chloram¬ 
phenicol capsules, veterinary contain 50, 
100, 250, and 500 milligrams of chloram- 
phenical and conform to the certification 
requirements of § 151C.12 of this 
chapter." 


PART 141b—STREPTOMYCIN (OR Dl- 
HYDROSTREPTOMYCIN) AND 
STR E PTOM YCIN-(OR DIHYDRO¬ 
STREPTOMYCIN-) CONTAINING 
DRUGS; TESTS AND METHODS OF 
ASSAY 

§ 120 [Amended] 

3. It is proposed that Part 141b be 
amended in § 141b.l26 Streptomycin- 
erythromycin ointment by revising para¬ 
graph (b) (3) to read as follows: " Toxic¬ 
ity . Proceed as directed in § 141.5 of this 
chapter." 


PART 141 d—CHLORAMPHENICOL 

AND CHLORAMPHENICOL-CON¬ 
TAINING DRUGS; TESTS AND 

METHODS OF ASSAY 

4. It is proposed that Part 14Id be 
amended: 

a. In § 14ld.30l by changing the head¬ 
ing, revising paragraphs (a) through (i), 
and by adding a new paragraph (j), to 
read as follows: 

§ l lld.301 Sterile chloramphenicol. 

(a) Potency. Use either of the follow¬ 
ing methods; however, the results ob¬ 
tained from the microbiological turbldi- 
metric assay shall be conclusive. 

(1) Microbiological turbidimetric as¬ 
say. Proceed as directed in 5 141.111 of 
this chapter, preparing the sample for 
assay as follows: Dissolve an accurately 
weighted portion of the sample in suffi¬ 
cient ethyl alcohol to give a solution con¬ 
taining 10,000 micrograms of chloram¬ 
phenicol per milliliter (estimated). Add 
sufficient 1 percent potassium phosphate 
buffer, pH 6.0 (solution 1), to give a con¬ 
centration of 1,000 micrograms of chlor¬ 
amphenicol per milliliter (estimated). 
Further dilute an aliquot with solution 1 
to the reference concentration of 2.5 
micrograms of chloramphenicol per 
milliliter (estimated). 
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f. By revoking §§ 141d. 302, 141d.305, 
141d.306, 141d.307, 141d.309, 141d.310 f 
141d.311, 141d.312, 141d.314, 141d.315, 
141d.317, 141d.318, 14d.39, and 4d.320 
141d.317, 141d.318, 141d.319, and 141d.- 
320 and resenting them for future use. 


p AR T 141 e—BACITRACIN AND BACI¬ 
TRACIN-CONTAINING DRUGS; 
TESTS AND METHODS OF ASSAY 

5 . It is proposed that Part 14 le be 
amended in § 141e.416 Bacitracin 
methylene disalicylate by revising para¬ 
graph (b) to read as follows: 

§ 141e.416 Bacitracin methylene disalic- 
vlate. 

• * * • • 

(b) Toxicity . Proceed as directed in 
§ 141.5 of this chapter. 

• « * • • 


PART 146d—CERTIFICATION OF 

CHLORAMPHENICOL AND CHLOR¬ 
AMPHENICOL - CONTAINING 

DRUGS 

6. It is proposed that Part 146d be 
amended: 

a. In § 146d.301 by changing the head¬ 
ing and revising paragraphs (b), (c), 
and (d) to read as follows: 

§ M6d.301 Sterile chloramphenicol. 

• • * • • 

(b) Packaging. It shall be packaged in 
accordance with the requirements of 
§ 148.2 of this chapter. 

(c) Labeling . It shall be labeled in ac¬ 
cordance with the requirements of 5 148.3 
of this chapter. 

(d) Requests for certification; sam¬ 
ples. In addition to complying with the 
requirements of § 146.2 of this chapter, 
each such request shall contain: 

<1) Results of tests and assays on the 
batch for potency, sterility, pyrogens, 
safety, histamine, pH, specific rotation, 
melting range, absorptivity, and crys¬ 
tallinity. 

(2) Samples required: 

(i) For all tests except sterility: 10 
packages, each containing approxi¬ 
mately 500 milligrams. 

(ii) For sterility testing: 20 pack¬ 
ages, each containing approximately 50 
milligrams. 

§§ M6<1.302, 144*1.305, 146d.306, 

116(1.307, 146(1.309, 146d.310, 

116(1.311, 146(1.312, 146(1.314, 

116(1.315, 146d.317, 146d.318, 

116d.319 and 146d.320 [Revoked] 

b. By revoking §§ 146d.302, 146d.305, 
146(1.306, 146d.307, 146d.309, 146d.310, 
146d.311, 146d.312, 146d.314, 146d.315, 
146d.317,146d.318,146d.319, and 146d.320 
Md reserving them for future use. 


PART 148—ANTIBIOTIC DRUGS; 

PACKAGING AND LABELING RE- 

QUIREMENTS 

7. It is proposed that Part 148 be 
amended In § 148.3 by adding a new 
paragraph (d) to read as follows: 

§ 148.3 Labeling requirements. 

• • ♦ • • 

(d) If an antibiotic drug is packaged 
for dispensing and is intended solely for 
veterinary use, it shall be labeled in ac¬ 
cordance with the requirements of 
§ 148.3(a) of this chapter, except in lieu 
of the requirements of § 148.3(a)(1), it 
shall be labeled in accordance with the 
requirements of § 1.106(c) of this 
chapter. 


PART 148n—OXYTETRACYCLINE 

8. It is proposed that Part 148n be 
amended in § 148n.3 Calcium oxytetra- 
cycline by revising paragraph (b)(2) to 
read as follows: 

§ Mftn.3 Calcium oxyletracyeline. 

* * • • • 

(b) Toxicity. Proceed as directed in 
§ 141.5 of this chapter. 

• • • • * 

9. It is proposed that the following 
new Part 151c be added to this chapter: 

PART 151c—CHLORAMPHENICOL 

Sec. 

151C.1 Sterile chloramphenicol. 

151c.2 Chloramphenicol. 

151C.3 Chloramphenicol palmitate. 

151c,4 Sterile chloramphenicol sodium 
succinate. 

161c.5—151c.l0 [Reserved] 

151c.11 Chloramphenicol capsules. 

151C.12 Chloramphenicol capsules, veteri¬ 
nary. 

151c.13 Chloramphenicol Injection. 

151C.14 Fibrlnolysln and desoxyrlbonu- 
clease. combined (bovine) with 
chloramphenicol ointment. 

151C.15 Chloramphenicol ophthalmic solu¬ 
tion. 

151C.16 Chloramphenicol - prednisolone- 
tetracaine-squalane topicol sus¬ 
pension, veterinary. 

161C.17 Chloramphenicol palmitate oral 
suspension. 

151C.18 Chloramphenicol ophthalmic solu¬ 
tion, veterinary. 

Authority: The provisions of this Part 
161c Issued under the Federal Food, Drug, 
and Cosmetic Act (secs. 607, 512 (n)), 59 Stat. 
463, as amended, 82 Stat. 360-351; 21 U.S.C. 
357, 360b (n) and under authority delegated 
to the Commissioner of Food and Drugs (21 
CFR 2.120). 

§ 151c. 1 Sterile clilorampltenk’ol. 

(a) Requirements for certification— 
(1) Standards of identity, strength , 
quality , and purity. Sterile chloram¬ 
phenicol is a w T hite to grayish-white or 
yellowish-white powder, occurring as 
needles or elongated plates. It is neutral, 
slightly soluble in water, but freely solu¬ 
ble in alcohol. It has the chemical for¬ 
mula D-(—) -fftreo-l-p-nitrophenyl-2- 


dichloracetamido-1,3-propanediol. It is 
so purified and dried that: 

(1) Its potency is not less than 900 mi¬ 
crograms per milligram. 

(ii) It is sterile. 

(ill) It is nonpyrogenic. 

(Iv) It passes the safety test. 

(v) It contains no histamine nor his- 
tamine-like substances. 

(vi) Its pH in a saturated aqueous 
solution is not less than 4.5 nor more 
than 7.5. 

(vii) Its specific rotation in absolute 
ethyl alcohol at 20* C. is +20*±1.5* # 
and at 25* C. is +18.5*±1.5*. 

(viii) Its melting range is 151°:t2 0 C. 

(ix) Its absorptivity at 278 nanome¬ 
ters is ±3 percent of that of the chlor¬ 
amphenicol working standard similarly 
treated. 

(x) It is crystalline. 

(2) Labeling. It shall be labeled in ac¬ 
cordance with the requirements of 
§ 148.3(b) of this chapter. 

(3) Requests for certification ; sam¬ 
ples. In addition to complying with the 
requirements of 9 146.2 of this chapter, 
each such request shall contain: 

(1) Results of tests and assays on the 
batch for potency, sterility, pyrogens, 
safety, histamine, pH, specific rotation, 
melting range, absorptivity, and crystal¬ 
linity. 

(ii) Samples required: 

(a) For all test except sterility: 10 
packages, each containing approximately 
500 milligrams. 

(b> For sterility testing: 20 packages, 
each containing approximately 50 milli¬ 
grams. 

(b) Tests and methods of assay —(1) 
Potency. Use either of the following 
methods; however, the results obtained 
from the microbiological turbidimetric 
assay shall be conclusive. 

(i) Microbiological turbidimetric as¬ 
say. Proceed as directed in 9 141.111 of 
this chapter, preparing the sample for 
assay as follows: Dissolve an accurately 
weighed portion of the sample in suffi¬ 
cient ethyl alcohol to give a solution con¬ 
taining 10.000 micrograms of chloram¬ 
phenicol per milliliter (estimated). Add 
sufficient 1 percent potassium phosphate 
buffer, pH 6.0 (solution 1), to give a 
concentration of 1,000 micrograms of 
chloramphenicol per milliliter (esti¬ 
mated). Further dilute an aliquot with 
solution 1 to the reference concentra¬ 
tion of 2.5 micrograms of chlorampheni¬ 
col per milliliter (estimated). 

(ii> Spectrophotometric method. Dis¬ 
solve approximately 50 milligrams each 
of the sample and working standard in 
100 milliliters of distilled w r ater. Warm 
if necessary to hasten dissolution. Trans¬ 
fer 10 milliliters into a 250-milliliter 
volumetric flask and fill to volume with 
distilled w r ater. Using a suitable spec¬ 
trophotometer equipped with a 1-centi¬ 
meter cell and distilled wrater as the 
blank, determine the absorbence of each 
solution at 278 nanometers. Calculate 
the potency of chloramphenicol as fol¬ 
lows: 
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(1) Microbiological turbidimetric as¬ 
say. Proceed as directed in § 141.111 of 
this chapter, preparing the sample for 
assay as follows: Place a representative 
number of capsules into a high-speed, 
glass blender jar containing 100 milli¬ 
liters of 95 percent ethyl alcohol. Blend 
for 2 minutes. Then add 400 milliliters of 

1 percent potassium phosphate buffer, 
pH 6.0 (solution 1), and blend again for 

2 minutes. Remove an aliquot and fur¬ 
ther dilute with solution 1 to the refer¬ 
ence concentration of 2.5 micrograms of 
chloramphenicol per milliliter (esti¬ 
mated). 

(2) Spectrophotometric assay —<i) 
Preparation of working standard solu¬ 
tion. Dissolve approximately 50 milli¬ 
grams of the working standard in 100 
milliliters of distilled water. Warm if 


§ 151c.l2 Chloramphenicol capsules, 
veterinary. 

(a) Requirements for certification — 

(1) Standards of identity, strength , qual¬ 
ity, and purity. Chloramphenicol cap¬ 
sules, veterinary are composed of chlor¬ 
amphenicol with or without one or more 
suitable diluents and lubricants. Each 
capsule contains 50, 100, 250, or 500 
milligrams of chloramphenicol. Its po¬ 
tency is satisfactory if it is not less than 
90 percent and not more than 120 per¬ 
cent of the number of milligrams of 
chloramphenicol that it is represented to 
contain. The chloramphenicol used con¬ 
forms to the standards prescribed by 
§ 151c.2(a) (1). 

(2) Labeling. In addition to the label¬ 
ing requirements of 5 148.3 of this chap¬ 
ter, its label and labeling shall bear the 
statement, “Warning: Not for use in ani¬ 
mals which are raised for food produc¬ 
tion/* 

(3) Requests for certification: samples. 
In addition to complying with the re¬ 
quirements of § 146.2 of this chapter, 
each such request shall contain: 

(i) Results of tests and assays on: 

(a) The chloramphenicol used in mak¬ 
ing the batch for potency, safety, pH, 
specific rotation, melting range, absorp¬ 
tivity, and crystallinity. 

(b) The batch for potency. 

(ii) Samples required: 

( a > The chloramphenicol used in mak¬ 
ing the batch: 10 packages, each con¬ 
taining approximately 300 milligrams. 

(b) The batch: A minimum of 30 cap¬ 
sules. 

(b) Tests and methods of assay; po¬ 
tency. Proceed as directed in § 151c.ll (b). 

§ 151c.l3 Chloramphenicol injection. 

(a) Requirements for certification — 

(1) Standards of identity, strength, qual¬ 
ity, and purity. Chloramphenicol injec¬ 
tion is chloramphenicol, with or with¬ 
out one more suitable and harmless 
buffer substances, dissolved in one or 
more suitable and harmless solvents. 
Each milliliter contains 250 milligrams 
of chloramphenicol. Its potency is satis¬ 
factory if it is not less than 90 percent 
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necessary to hasten dissolution. Transfer 
10 milliliters into a 250-milliliter volu¬ 
metric flask and fill to volume with dis¬ 
tilled water. 

(ii) Procedure. Place the contents of 
10 capsules into a 250-milliliter volumet¬ 
ric flask. Add 50 milliliters of pure meth¬ 
yl alcohol to the flask and shake for at 
least 1 minute. Fill to volume with dis¬ 
tilled water and mix thoroughly. With¬ 
draw an aliquot and dilute with sufficient 
distilled water to give a concentration of 
20 micrograms per milliliter. Using a 
suitable spectrophotometer equipped 
with a 1.0-centimeter cell and distilled 
water as the blank, determine the ab¬ 
sorbance of the working standard and 
sample solutions at 278 nanometers. Cal¬ 
culate the potency as follows: 


and not more than 130 percent of the 
number of milligrams of chlorampheni¬ 
col that it is represented to contain. It 
is sterile. It is nonpyrogenic. It passes 
the safety test. It contains no histamine 
nor histamine-like substances. Its pH is 
not less than 4.7 and not more than 5.0. 
The chloramphenicol used conforms to 
the standards prescribed by § 151c.l 
(a)(1). 

(2) Labeling. It shall be labeled in ac¬ 
cordance with the requirements of § 148.3 
of this chapter. 

(3) Requests for certification; sam¬ 
ples. In addition to complying with the 
requirements of § 146.2 of this chapter, 
each such request shall contain: 

(1) Results of tests and assays on: 

(a) The chloramphenicol used in mak¬ 
ing the batch for potency, pH, specific 
rotation, melting range, absorptivity, 
and crystallinity. 

(5) The batch for potency, sterility, 
pyrogens, safety, histamine, and pH. 

(ii) Samples required: 

(a) The chloramphenicol used in mak¬ 
ing the batch: 10 packages, each con¬ 
taining approximately 300 milligrams. 

(b) The batch: 

U) For all tests except sterility: A 
minimum of eight immediate containers. 

(2) For sterility testing: 20 immediate 
containers, collected at regular intervals 
throughout each filling operation. 

(b) Tests and methods of assay —(1) 
Potency. Proceed as directed in § 141.111 
of this chapter, preparing the sample for 
assay as follows: Dilute an accurately 
measured representative aliquot of the 
sample in sufficient 1 percent potassium 
phosphate buffer, pH 6.0 (solution 1), to 
give a convenient concentration. Fur¬ 
ther dilute with solution 1 to the refer¬ 
ence concentration of 2.5 micrograms of 
chloramphenicol per milliliter (esti¬ 
mated). 

(2) Sterility. Proceed as directed in 
§ 141.2 of this chapter, using the method 
described in paragraph (e)(1) of that 
section, except add the contents of each 
container directly to the dry filter, thus 
eliminating the preliminary solubiliza¬ 
tion step. 


(3) Pyrogens. Proceed as directed in 
§ 141.4(a) of this chapter, using a solu¬ 
tion containing 5 milligrams per milli¬ 
liter. 

(4) Safety. Proceed as directed in 
§ 141.5 of this chapter. 

(5) Histamine. Proceed as directed in 
§ 141.7 of this chapter. 

(6) pH. Proceed as directed in 5141.503 
of this chapter, using the undiluted 
drug. 

§ 1 Sir. 14 Fibrinolysin and dreoxyribo. 
nuclease, combined (bovine) with 
chloramphenicol ointment. 

(a) Requirements for certification— 
(1) Standards of identity, strength, 
quality, and purity. Fibrinolysin and de- 
soxyribonuclease, combined (bovine) 
with chloramphenicol ointment is fibrin¬ 
olysin, desoxyribonuclease, and chloram¬ 
phenicol in a suitable and harmless oint¬ 
ment base. It contains a suitable and 
harmless preservative. Each gram con¬ 
tains 1 unit of fibrinolysin, 666 units of 
desoxyribonuclease, and 10 milligrams 
of chloramphenicol. Its chloramphenicol 
content is satisfactory if it is not less 
than 90 percent and not more than 120 
percent of the number of milligrams of 
chloramphenicol that it is represented 
to contain. The chloramphenicol used 
conforms to the standards prescribed by 
§ 151c.2(a) (1), except safety. In addi¬ 
tion to the requirements prescribed by 
this paragraph, the drug satisfies the 
requirements designated therefor by the 
Division of Biologies Standards, Na¬ 
tional Institutes of Health, Department 
of Health, Education, and Welfare. 

(2) Labeling. It shall be labeled in ac¬ 
cordance with the requirements of §148.3 
of this chapter. 

(3) Requests for certification; samples. 
In addition to complying with the re¬ 
quirements of § 146.2 of this chapter, 
each such request shall contain: 

(i) Results of tests and assays on: 

(a) The chloramphenicol used in mak¬ 
ing the batch for potency, pH, specific 
rotation, melting range, absorptivity, and 

crystallinity. 

(b) The batch for potency. 

(ii) Samples required: 

(a) The chloramphenicol used in mak¬ 
ing the batch: 10 packages, each con¬ 
taining approximately 300 milligrams. 

(b) The batch: A minimum of 5 con¬ 
tainers if it is packaged in immediate 
containers of tin or glass, and a mini¬ 
mum of 20 immediate containers if it is 
packaged in immediate containers other 
than tin or glass. 

(b) Tests and methods of assay: po¬ 
tency. Proceed as directed in § 141.111 of 
this chapter, preparing the sample for 
assay as follows: Place an accurately 
weighed representative portion of the 
sample into a high-speed glass blender 
jar containing 1 milliliter polysorbate 80 
and sufficient 1 percent potassium phos¬ 
phate buffer, pH 6.0 (solution 1), to give 
a stock solution of convenient concen¬ 
tration. Blend 3 to 5 minutes. Remove an 
aliquot and further dilute with solution 
1 to the reference concentration of 2.5 
micrograms or chloramphenicol per mil¬ 
liliter (estimated). 


Absorbance of sampleXlabeled latency per capsule In milligrams 
Milligram, per capaile-Absorbance of stands 


FEDERAL REGISTER, VOL. 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 












PROPOSED RULE MAKING 


19155 


Is 

§•3 


5 S2g 

H ajS 




1 SIS a. 

flfSi 

o. o. ^ =2 g 
ft g 

* g $ .2 S 
S o is < 
la 3 §31 

W O O fi pL| c 

• © © r* rj « 

73 A — •» o 

g *> .2 a> B 

O q £3 £ 

gSgft 8 
o U 03 5 g 

+3 • C o 

€ * * P 0) 

•gg-s&g 

sills 

SS|s£ 

+3 ftH ^ ^ 

H O-M « 

•S °* 'S.c 


lisp 

; £ sij if 

; S > 

• os -a o-o 

' 2 &S1 

G © O < 


d ' p ^ 0 

fill 

fsga 

C$ CM <n 

h * ;s 
x 05 'So 

© Cl s 

Is® 

*3* 



SB 


S N 


.iS 

g S' 


V I I 

s !l 


© 

ft 

I 

S 

o 

3 ^ 

«T3 
O c3 


s 

J g « 

T3 -5 ft 
^8 
Il| | 

83| I 
fi^S ii 

. J3 o 
©S-a 
ft 73 
3 , 

•S O 
0 CM 


_ *3 5 5 ? a 

6 SlfS|l 

B^»ls|f 

«5fl 0 $ &cs 

s & 8 S 5 : 
r § 2 g 
gi s s 

kft&ogg^ 

•Sg i.a « 
«8lgo|s 

k ^ S .2 © S > 

§£>8*3 8 * 33 

S o g 0 g g 

tf til's ^ 

$?** <D 

3”%lii 

*h S a g g 00 

w -*-3 Cs -G aj 


1 e 

! ft 


>- 

< 

a 


111 


.2-3 


1 <D ! 


>3 SB’S * i 

5 g2 <s 8 « i 

< -w O <u to ( 

jgpg*;- 

3 ^ § < 

1 CM +* O 3 © ^ 

5 O rj s'C’wl 

3 o2 o 

3 0+3 ft ; 


5 *Q »rt ft 

3 £ "3 
5.8 8 ft 

j*jBS 


5 Q l <h 4) 

|?|l|i 

ilillill; 

3 85 § <n~ ( 

rilbljli 

i a 3SM**J 

“f 3 p 1 

.■ISiflji 

& a ft » js w ! 

i S gSo gc g 


• E 08 

1*3 

§ 5 E 


O w U 

3 « g 

O > ^ 




'oo^^ 
C3 h 


'Cog 
uc* g 

3 bp 4-4 


o 


B 


s-g be 

°i & 

Sa'O 
•S3 O 
ft ^ 

O 53 

SS3- 


s^e' 

bfiQ) O-i 

gitl 

si a 


C W g | 

Bill 

P’S 


bo o tUD 
B ft'ai 


3g| 

52! 

► 'o’S c 

' ^ w G 

?•§ ca «3 


'S rt M-g c 3 s - _ 


a aj 
V. 'S 


pa 

ill" 


25 


^ 3 


S3- 

'81 

!3& 


g' 

ft O .0 4, 
^ Co ft> ^ 1 

.h ’Ci *« _ 

till I 

o ^ O.-^ 1 

*§■§!.! 
S w : 

^ S L 


4 > . X3 
g 


g»B 

W j§ CD 

*** ^ cJ 
■g 0 S3 b* g 

g l2'I S 

i-SSS® 

: §S W S 
“ S 

i o O p 

pi a s 

S»f|a 

S-e co 


K .03 

jjg t-‘ g CM 

"1 g « 

-d 2 OU3 

0) s ®o® 

B £ 8 s* 

•° I|5 
l PI 

l:l| 

l^jl 

“Efts 


c3 «3 +3 < 

• o ♦? 

«^3 rt 

«l a 

III! 

>i s 

!1* 8 

§isi 

■ 0 ■** ax « 


lS.S2fe 

I k_J | 

„|S& 

2 S - w 

0 a5-§ 


j cj 

!? Li 


5*li 

*g 

CJ ho 73 ^ 

as* § 

SSS-g 

s?|l 

l°l j J 

^ T3 O g 

2 S^.3 


C? p —1 


O) 

4) g 0) 
ft O ft 


a€b 


T3 o 


MU 


2 o +3 +». 
^ a G a> *3 O 
5 s fa 23 

Oo - 




o © »§ 

rO O — 

« S3 — 

3 O 

•O CO 

CM O 92 1 
w o v » 

8 th 
(3 w 


•§B°p , ~2-a.2g2 

$*& 

K sP 


'00*0 
m m c3 
ft " O 


— w lC 

^53 ft 

e o+ 3 »o 1 rt 

^ ^aH w ^ 

.?3 to +3 



m 


w o . . « . 

pgi.s 

S a> ca ft © 

cC X3 X5 o3 ^3 



^ o -ft O 
5 .0 O aJ 

“SgB 

o3 o ca 

®§|i 

Si “2 
2 gs > 


5«d2 

•r* © l-< « 
ft co «e 

^ g © «J 
~ O G 

§«o« 

„ ^ O JD 

& g w g3 

iI-sb 

2 ft © w 

ft © 

b'ftacs 






o 

z 


o 

> 


< 

oc 

Ui 

Q 











19156 


PROPOSED RULE MAKING 



£ I U I 

ills 

o dJ'do 

.2 +* 3 
q<h p 5? 

w O w £ 

^ S'®5 

OJ O p ^ 

+3 +3 pj -u 

H LHl) ^ 

3 0-3S 

e lis 

H ^ S 
«£?« 



•3-g o-g J 

o 5< o fi 1 

3 g 3 03 1 

S ssi 

XJ fl -S -O < 

a Ot ^ *1 

laiiii 

O c8 ,3 

SfS: 



J WTj>P 1 

si § s 

5 <s S3 "3 

,as -a I 

■1 «—j o . . flj 

3 3 &Wg 

5 E 0 p<H 

1 3 w j2 <d 

!sa M .g 

<d h 

3a|«l 

Sl^a 

D H *m 
<D -4-3 O 

O £ H 



a w s 

g go 
e .2 d 

co .2 O 
«§ > 



to <D gp 

a a HE 

o a 3 

•H ^ ti © 

d E kj o 

® o. g 

4m ^ (3 

g-SG-S 

Is S 


1 o> ^7 

££3 
& a 
A 5 
.,23 
e * 0 

~ 325 
§-S5-§ 

2 ao o S 

§«.* °*l 

S « 0 ess9 
a k. o *h 43 “ s 

" 2 

O d ». , W <M ^ 

43 °o a °2 

§€a 
&■§ s 


2 

I D^iS 


g 3 

W u !S ^ ^ P 

*> =3 a .a %& 

<$ 13 I §p$ H 

^ S-4 tQ 

Sm (jdJSGa 

“ w g rt O W 

•s <D oi 
P<M O) 


CO 


~ .UrO 

gar 

o a co 


o O o « 

*"• 'Tj +T> 1—11 

slH-g 

g. a) S 

S O 4m bD 

S 43 4* a 

K^fl 

5§s3l 

§ S 8 


1 

a 



KaJd-g 0?a 

■§ wl <* I S 
8| 8 tf2I 

sg3|8 
^5 3 Sr « 

I* *y m > 
10 ^ 

w <u _ rf 00 £? 
M g -g W (i ° 

3i a 3l* 

wi J3 .: ^ <n 


1*51 


■g ^ a 

5s §8 




uo 72 2 : 

”■§■§' 
o O 4 m t 
+5 O O C 


.2 2 



” A Si'S 

•d „ 

?|a3|3 

ti +3 a a> 0 o 
R m h d r| 
be 3 c r 0 w 

.§So<*§ s 
t! S* 5 i*s 

siiiii 

m aop 

4J (H «) 

£sls55 




.-I I <M 

m|° 
®1. r 
^•So &! 

g *J-o 0 
2 & g. S* 
o-° 

-ijll. 

g a 3 2 ^ J§ 
S S &S< <S 

o o 


P|a^| 

a ^-4 i-m ^2 
^l^flo 

» a 3llS 


mi- 
i4it 

S t»3 ^ B 

"dniHini 

Sg 0rH ; 

o gI|-S: 

^ S w So 

o S <3 2 ’-• 

e 2 2 

0 O .s o •" 

§■ ci^ «■ 

S: 52 0*0 bfi- 

^Ipl, 

S3 fl©+5 

M W3 -P U 


i s :|! 

» rj ©.m 

•rM H -W C 

CQ g g S O 
0i3 Hco § 

s s o°s § 

O q, O H 42 

a M © ^ o 

_y 43 d 

.!*!* 
f-4 >M ,S 

- 8S® S 
9^o- 

m 4^ d "§ 2 
co +* pj cd 

^ « a 3 

r-l 4d O g 5 

nlJ§1 
!f|lil|| 

1 ,cj o g ^ • 

■g-PIlSl 
!lBl a i!a 
s is“-iS|§ 
:S6 u ?|s|| 
:**« *3 er 
a 




s *» S3 


jS O P,-i 

i^ais^RPsS 
















19157 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

[Colorado 12610[ 

COLORADO 

Notice of a Partial Termination of Pro¬ 
posed Withdrawal and Reservation 
of Lands 

September 7,1972. 

Notice of a Bureau of Sport Fisheries 
and Wildlife, U.S. Department of the 
Interior application, Colorado 12610, for 
withdrawal and reservation of lands for 
use in connection with the Arapaho Na¬ 
tional Wildlife Refuge, was published as 
Fit. Doc. 71-4462, on page 6019 of the 
issue for April 1, 1971. The applicant 
agency has canceled its application inso¬ 
far as it affects the following described 
lands: 

Sixth Principal Meridian 

T. 7 N. f R. 79 W., 

Sec. 3, all; 

Sec. 4, e*4,e^ 2 w*4: 

Sec. 9. NEy 4 , NE‘/ 4 NW‘/ 4 . N»/ 2 SE»/4, SE»/ 4 
6 Ey 4 ; 

Sec. 10. all; 

Sec. 15. N»/ 2 Ny g , SEV4NEV4. 

T. 8 N., R. 79 W., 

Sec.21,E*4SE}4; 

Sec. 22. NE%. E&NWtf. SW»/ 4 NW>/ 4 . SV 2 ] 

Sec. 27, all; 

Sec. 28, E^Ei/ 2 . WV&SE y 4 ; 

Sec. 33.EH,SEV4NWt4.Ey 2 SWVi; 

Sec. 34. aU. 

The above area aggregates 4,912.36 
acres. 

Therefore, pursuant to the regulations 
contained in 43 CFR Part 2091, such 
lands at 10 a.m., on October 13, 1972, will 
be relieved of the segregative effect of 
the above mentioned application. 

Allan E. Arnold, 

Acting Chief , Division of 
Technical Services. 

[PR Doc.72-15866 Piled 9-18-72;8:45 am] 


[Wyoming 35498] 

WYOMING 

Notice of Classification 

Correction 

In F.R. Doc. 72-14816 appearing on 
page 17771 of the issue of Thursday, 
August 31, 1972, the following changes 
should be made in the land description: 

1. The 12th line should read “Etyi” in¬ 
stead of “SE y 4 ". 

2 . In the 14th line, “N*/ 2 of lot 7," 
should read “E^SW^. and". 

3. In the 15th line, "EJ4: M should read 
**SEi/ 4 :". 


Notices 


Office of the Secretary 

[INT FES 72-30] 

PROPOSED BRANTLEY PROJECT, 
NEW MEXICO 

Notice of Availability of Final 
Environmental Statement 

Pursuant to section 102(2) (C) of the 
National Environmental Policy Act of 
1969, the Department of the Interior has 
prepared a final environmental state¬ 
ment for the proposed Brantley project, 
New Mexico. 

The environmental statement con¬ 
cerns a water project for the purposes 
of safety of dams, irrigation, flood, and 
sediment control, fish and wildlife, and 
recreation. Brantley Dam would be 
located on the Pecos River in Eddy 
County 20 miles north of Carlsbad, N. 
Mex. 

Copies are available for inspection at 
the following locations: 

Office of Ecology, Room 7620, Bureau of Rec¬ 
lamation, Department of the Interior, 
Washington D.C. 20240, Telephone 202— 
343-4991. 

Division of Engineering Support, Technical 
Services Branch. E Ac R Center, Denver 
Federal Center, Denver, Colo. 80225, Tele¬ 
phone 303-234-3007. 

Office of the Regional Director, Bureau of 
Reclamation, Herring Plaza, Box H-4377, 
Amarillo, TX 79101, Telephone 806—376- 
2408. 

Albuquerque Development Office, Bureau of 
Reclamation, Post Office Box 252, Albu¬ 
querque, NM 87103, Telephone 505—843- 
2272. 

Single copies of the final statement 
may be obtained on request to the Com¬ 
missioner of Reclamation, Regional Di¬ 
rector, or Albuquerque Planning Officer. 
In addition, copies may be purchased 
from the National Technical Informa¬ 
tion Service, Department of Commerce. 
Springfield, Va. 22151. Please refer to the 
statement number above. 

Dated: September 11,1972. 

W. W. Lyons, 

Deputy Assistant Secretary 
of the Interior. 
[FR Doc.72-15867 Filed 9-18-72;8:45 am] 


DEPARTMENT OF COMMERCE 

Maritime Administration 

OPERATING-DIFFERENTIAL SUBSIDY 
FOR BULK CARRIAGE OF GRAIN 
BETWEEN UNITED STATES AND 
UNION OF SOVIET SOCIALIST RE¬ 
PUBLICS 


Notice of Intent 

Notice is hereby given of the intent of 
the Maritime Administration/Maritime 


Subsidy Board to provide operating-dif¬ 
ferential subsidy to American-flag bulk 
cargo vessels for the carriage of grain 
from the United States to the Union of 
Soviet Socialist Republics. Under the 
provisions of section 603(b), Merchant 
Marine Act. 1936, as amended, subsidy 
will be paid to make the cost of operating 
U.S.-flag bulk vessels competitive with 
the cost of operating foreign flag bulk 
vessels participating in such trade. 

Because of the recent consummation 
of the grain sale agreement with the 
Union of Soviet Socialist Republics, it is 
requested that applications for partici¬ 
pation in this program be received by the 
Secretary, Maritime Subsidy Board, by 
September 29,1972. 

Any person, firm or corporation having 
any interest in this program may request 
further information and application 
forms from the Secretary, Maritime 
Subsidy Board, Maritime Administra¬ 
tion, Room 3099B, Department of Com¬ 
merce Building, 14th and E Streets NW., 
Washington, D.C. 20235. 

Dated: September 15,1972. 

By order of the Maritime Subsidy 
Board. Maritime Administration. 

James S. Dawson, Jr., 
Secretary. 

]FR Doc.72-16033 Filed 9-15-72;4:61 pm] 

DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE 

Food and Drug Administration 

[FAP 3B2824] 

CONTINENTAL OIL CO. 

Notice of Filing of Petition for Food 
Additive 

Pursuant to provisions of the Federal 
Food, Drug, and Cosmetic Act (sec. 409 
(b)(5), 72 Stat. 1786: 21 U.8.C. 348(b) 
(5)), notice is given that a petition (FAP 
3B2824) has been filed by Continental 
Oil Co., High Ridge Park, Stamford, 
Conn. 06904, proposing that S 121.2511 
Plasticizers in polymeric substances (21 
CFR 121.2511) be amended to provide 
for the safe use of di-n-alkyl adipate 
made from synthetic fatty alcohols in¬ 
tended for use as a plasticizer in poly¬ 
meric substances intended to contact 
food. 

Dated September 10, 1972. 

Virgil O. Wodicka, 
Director , Bureau of Foods. 

[FR Doc.72-15892 Filed 9-18-72;8.48 am| 
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NOTICES 


Health Services and Mental Health 
Administration 

OCCUPATIONAL SAFETY AND HEALTH 

Request for Information on Coal Tar 
Pitch Volatiles 

Section 20(a)(3) of the Occupational 
Safety and Health Act of 1970 (29 U.S.C. 
669(a)(3)) provides that the Secretary 
of Healtli. Education, and Welfare, on 
the basis of information available to him, 
shall develop criteria dealing with toxic 
materials and harmful physical agents 
and substances which will describe ex¬ 
posure levels that are safe for various 
periods of employment. Section 22(c) 
of the Act authorizes the National Insti¬ 
tute for Occupational Safety and Health 
to develop recommended occupational 
safety and health standards and to per¬ 
form all functions of the Secretary of 
Health, Education, and Welfare, under 
sections 20 and 21 of the Act. The Insti¬ 
tute is developing a criterial document 
and recommendations for the protection 
of coke oven workers. 

The recommendations may include, 
among other items, an evaluation of 
available information relative to the 
seven areas listed below: 

1. Engineering controls, including 
ventilation, environmental temperature, 
humidity, and housekeeping, and sanita¬ 
tion procedures, with attention to the 
technological feasibility of such controls. 

2. Specifications for the conditions un¬ 
der which personal protective devices 
should be required. 

3. Methodology, including instrumen¬ 
tation, for air sampling and sample 
analysis of coal tar pitch volatiles. 

4. The need for medical examinations 
for workers exposed to such agents, the 
frequency of such examinations, and the 
specific diagnostic tests which should be 
used, and the rationale for their selection. 

5. Work practices or procedures which 
may be instituted for control of the 
workplace environment in normal opera¬ 
tions, and those which may be instituted 
when environmental levels are tem¬ 
porarily exceeded, or where peak concen¬ 
trations of such agents in man are 
reached. 

6. The types of records concerning oc¬ 
cupational exposure to such agents that 
employers should be required to main¬ 
tain. 

7. Warning devices and labels which 
should be required for the prevention 
of occupational diseases and hazards 
caused by coal tar pitch volatiles. 

Any person having information or data 
which is not readily available in “open 
scientific literature” in any of the seven 
areas listed, or in other areas which the 
person considers relevant to the develop¬ 
ment of recommendations for the pro¬ 
tection of coke oven workers is invited to 
submit such information, with accom¬ 
panying documentation, to the Assistant 
Director for Research and Standards De¬ 
velopment, National Institute for Occu¬ 
pational Safety and Health, Room 10-28, 
5600 Fishers Lane, Rockville, MD 20852, 


within 45 days after publication of this 
notice. 

All information submitted concerning 
any agent will be available for public 
inspection after the development of the 
criteria document. 

Dated: September 11, 1972. 

Marcus M. Key, 
Director , National Institute for 
Occupational Safety and 
Health. 

|FR Doc.72-15893 Filed 9-18-72:8:47 am] 


National Institutes of Health 

NATIONAL INSTITUTE OF GENERAL 
MEDICAL SCIENCES 

Notice of Meeting 

Pursuant to Executive Order 11671, no¬ 
tice is hereby given of the meeting of 
the Pharmacology-Toxicology Program 
Committee on October 2-3, 1972, at 9 
a.m. f National Institutes of Health, 
Building 31C, Conference Room 6. 

The following is the agenda: 

October 2, 1972—9 a.m. to 10:30 a.m.— 
closed to the public, 10:30 a.m. to 12:30 
p.m.—open to the public, "Discussion of 
Developing Areas of Research." 

October 3, 1972—9 a.m. to 5 p.m.—closed to 
the public. 

The closed portion of this meeting will 
be reserved for review, discussion, and/ 
or ranking grant applications in accord¬ 
ance with section 13(d) of Executive Or¬ 
der 11671 and the Secretary's determi¬ 
nation. 

Name of the person from whom rosters 
of the Pharmacology-Toxicology Pro¬ 
gram Committee and/or summary of the 
meeting may be obtained: Dr. George J. 
Cosmides. 

Dated: September 12,1972. 

John F. Sherman, 
Deputy Director , 
National Institutes of Health . 
[FR Doc.72-15883 Filed 9-18-72:8:47 am] 


Office of the Secretary 
NATIONAL INSTITUTE OF EDUCATION 

Statement of Organization, Functions, 
and Delegations of Authority 

The statement of organization, func¬ 
tions, and delegations of authority of the 
Department of Health, Education, and 
Welfare is amended to add a new Part 7 
for the National Institute of Education. 
The National Institute of Education was 
established by Public Law 92-318, ap¬ 
proved June 23, 1972 and effective July 
It 1972. It is anticipated that the or¬ 
ganizational structure described below 
wrill be subject to changes and additions, 
with corresponding amendments to this 
statement, as programs administered by 
the National Institute of Education de¬ 
velop. 

Section 7.00 Mission . The National 
Institute of Education carries out the 
policies set forth by Congress in Public 


Law 92-318 as follows: To provide to 
every person an equal opportunity to re¬ 
ceive an education of high quality re¬ 
gardless of his race, color, religion, sex. 
national origin, or social class; to help to 
solve or to alleviate the problems of, and 
promote the reform and renewal of 
American education; to advance the 
practice of education, as an art, science, 
and profession; to strengthen the scien¬ 
tific and technological foundations of 
education; and to build an effective edu¬ 
cational research and development sys¬ 
tem. 

Sec. 7.10 Organization. The National 
Institute of Education consists of a Na¬ 
tional Council on Educational Research 
and a Director of the Institute. The Di¬ 
rector is responsible to the Assistant 
Secretary for Education, and reports to 
the Secretary through this Assistant 
Secretary. 

Sec. 7.20 FunctioTis. a. The National 
Council on Educational Research: 
Establishes general policies for, and re¬ 
views the conduct of, the Institute; ad¬ 
vises the Assistant Secretary for Educa¬ 
tion and the Director of the Institute on 
development of programs to be carried 
out by the Institute; presents to the 
Assistant Secretary for Education and 
the Director such recommendations as it 
may deem appropriate for the strength¬ 
ening of educational research, the im¬ 
provement of methods of collecting and 
disseminating the findings of educational 
research and of insuring the imple¬ 
mentation of educational renewal and 
reform based upon the findings of educa¬ 
tional research; conducts such studies as 
may be necessary to fulfill its functions 
under this section; prepares an annual 
report to the Assistant Secretary for 
Education on the current status and 
needs of educational research in the 
United States; submits an annual report 
to the President on the activities of the 
Institute, and on education and educa¬ 
tional research in general w'hich (i) shall 
include such recommendations and com¬ 
ments as the Council may deem appro¬ 
priate, and (ii) shall be submitted to the 
Congress not later than March 31 of each 
year. 

b. The Director of the Institute, 
through the Institute: Conducts educa¬ 
tional research; collects and disseminates 
the findings of educational research ; 
trains individuals in educational re¬ 
search; assists and fosters such research, 
collection, dissemination, or training 
tlirough grants, or technical assistance 
to, or jointly financed cooperative ar¬ 
rangements with, public or private 
organizations, institutions, agencies, or 
individuals; promotes the coordination of 
such research and research support 
within the Federal Government; and 
constructs or provides (by grant or other¬ 
wise) for such facilities as he determines 
may be required to accomplish such 
purpose. 

Dated: September 12,1972. 

Elliot L. Richardson, 
Secretary. 

(FR Doc.72-15898 Filed 9-18-72:8:47 am] 
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SOCIAL AND REHABILITATION 
SERVICE 

Statement of Organization, Functions, 
and Delegations of Authority 

Part 5 of the Statement of Organiza¬ 
tion. Functions, and Delegations of Au¬ 
thority for the Department of Health, 
Education, and Welfare, Social and Re¬ 
habilitation Service (34 F.R. 1279, Jan¬ 
uary 25, 1969, as amended) is hereby 
further amended with regard to section 
5-B, Organizations and Functions as fol¬ 
lows: 

Under the Office of Public Affairs, 
strike out the heading “Division of Spe¬ 
cial Projects” and the paragraph that 
follows thereunder. 

Dated: September 12,1972. 

Leo J. Holland, Jr., 
Acting Deputy Assistant 
Secretary for Management. 

[FR Doc.72-15880 Filed 9-18-72;8:40 ami 


ATOMIC ENERGY COMMISSION 

PREPARATION OF ENVIRONMENTAL 

REPORTS FOR NUCLEAR POWER- 

PLANTS 

Notice of Public Meeting 

On August 9, 1972, the Atomic En¬ 
ergy Commission published a notice in 
the Federal Register (37 FJR. 16035) 
that the Commission has issued for pub¬ 
lic comment a proposed “Guide to the 
Preparation of Enviromental Reports 
for Nuclear Powerplants.” This docu¬ 
ment would provide guidance to appli¬ 
cants on the preparation of environ¬ 
mental reports required to be submitted 
by AEC regulations in 10 CFR Part 50, 
Appendix D, implementing the National 
Environmental Policy Act of 1969. 

Under the Commission’s revised reg¬ 
ulations implementing the National En¬ 
vironmental Policy Act of 1969 (NEPA), 
each applicant for a nuclear powerplant 
construction permit or operating license 
Is required to submit an environmental 
report. The proposed new guide would 
cover all aspects of preparation of the 
applicant’s environmental report, in¬ 
cluding the benefit-cost analysis. It is 
directed at proposed nuclear powerplants 
for which construction has not been 
initiated or is in the very early stages. 
Because of this the benefit-cost analysis 
in the proposed guide differs from the 
corresponding discussion in the benefit- 
cost guide dealing with completed or 
partially completed nuclear powerplants 
issued on January 13, 1972 (37 F.R. 
548). 

The notice published in the Federal 
Register on August 9, 1972, invited com¬ 
ments and suggestions on the proposed 
“Guide to the Preparation of Environ¬ 
mental Reports for Nuclear Power- 
plants” by September 23,1972. 

Notice is hereby given that a public 
meeting will be held on Thursday, Octo¬ 
ber 12, 1972, beginning at 10 a.m., in 


Room P-110 of the offices of the Atomic 
Energy Commission, 7920 Norfolk Ave¬ 
nue. Bethesda, MD. The meeting will be 
conducted informally for the purpose of 
obtaining the views of interested persons 
on the guide to aid the Commission in 
evaluating the guide. Interested mem¬ 
bers of the public are invited to attend 
the meeting and participate in the dis¬ 
cussion. Any person may also submit 
written statements, opinions, comments, 
and questions on matters relevant to the 
proposed guide. The Commission’s reg¬ 
ulatory staff will participate in the meet¬ 
ing to explain the purpose and scope of 
the proposed guide and to answer ques¬ 
tions on the general purpose and objec¬ 
tives, and specific provisions of the pro¬ 
posed guide, as appropriate. 

For the convenience of persons attend¬ 
ing the meeting on October 12, 1972, the 
Commission will provide transportation, 
without charge, by bus between the Com¬ 
mission’s offices at 1717 H Street NW„ 
Washington, D.C., and the Commission’s 
offices in Bethesda, Md. The bus will 
leave 1717 H Street at 9 a.m. 

Persons desiring additional informa¬ 
tion regarding the meeting should con¬ 
tact Mr. J. J. Davis of the Commission’s 
Directorate of Regulatory Standards, 
telephone 301-973-7366. 

Dated at Bethesda, Md.. this 14th day 
of September 1972. 

For the Atomic Energy Commission. 

Lester Rogers, 

Director of Regulatory Standards. 

[FR Doc.72-15969 Filed 9-18-72; 8:50 ami 


CIVIL AERONAUTICS BOARD 

[Docket Nos. 24150, etc.; Order 72-9-361 

SEDALIA, MARSHALL, BOONVILLE 
STAGE LINE, INC. 

Order To Show Cause Regarding 
Establishment of Mail Service Rates 

Issued under delegated authority Sep¬ 
tember 11, 1972. 

Final service mail rates per great circle 
aircraft mile for the transportation of 
mail by aircraft as shown in the ap¬ 
pendix 1 were established by the Board 
and are currently in effect for Sedalia, 
Marshall, Boonville Stage Line, Inc. (Se¬ 
dalia), an air taxi operating pursuant to 
14 CFR Part 298 (Dockets 24150. 24151, 
24154, 24155). 

By petitions filed January 17, 1972, 
Sedalia requested the Board to reopen 
its current service mail rates and fix new 
final service mail rates per great circle 
aircraft mile as set forth in the appendix. 

By motions dated January 21 and 24, 
1972, the Postmaster General requested 
a 30-day extension of time in which to 
file a reply to Sedalia’s petition, stating 
that evaluation of rate adjustments re¬ 
quested by air taxi operators was a func¬ 
tion of the regional personnel of the U.S. 


1 Filed as part of the original document. 


Postal Service. Therefore, in view of the 
time required properly to evaluate such 
requests, a determination of the position 
of the U.S. Postal Service could not be 
made in the normal time allowed for an¬ 
swers by the procedural rules of the 
Board. On February 2, 1972, the Post¬ 
master General’s motion for extension 
of time for answer was granted, extend¬ 
ing the date for answer to February 22, 
1972. fl 

Answer to Sedalia’s petition was filed 
March 23, 1972, by the Postmaster Gen¬ 
eral opposing the increase in the service 
mail rate, contending Sedalia had not 
furnished evidence justifying the in¬ 
crease. 

On May 9, 1972, the Postmaster Gen¬ 
eral petitioned the Board for leave to file 
an amended answer, which is granted, 
claiming that although the passage of 
time had not resulted in a complete sub¬ 
mission of documentation by Sedalia, it 
had enabled the Postal Service to take a 
specific position on the carrier’s petition. 
The amended answer of the Postmaster 
General rejected cost increases, claimed 
by the carrier, for maintenance, engine 
overhaul, and crew wages in excess of 3.4 
percent, the Bureau of Labor Statistics 
“Consumer Price Index” change for the 
period involved, which is the maximum 
allowable by the Postal Service for the 
above functions. In addition, overhead 
had been adjusted to eliminate cost in¬ 
creases claimed by the carrier other than 
Federal aircraft registration tax. On 
June 1, 1972, Sedalia filed an unauthor¬ 
ized document stating that certain pa¬ 
pers supporting the requested increases 
had been misplaced and had since been 
sent to the Postal Service. In response, on 
July 6. 1972, the Postal Service filed a 
petition increasing its proposed rate re¬ 
flecting fuel and overhead cost increases 
not previously documented,* but disal¬ 
lowing that part of the fuel cost alleged 
to represent refundable Kansas State 
tax. On July 21, 1972, Sedalia filed an 
answer documenting the fact that the 
fuel price did not contain refundable 
Kansas State tax. 

On August 9. 1972, the Postal Service 
filed a petition increasing its proposed 
rate, reflecting Sedalia’s findings of July 
21, 1972. After giving effect to the above 
adjustments, the Postmaster General 
states that no objection would be made 
by the Postal Service to the issuance of 
an order by the Board establishing serv¬ 
ice mail rates per great circle aircraft 
mile for the transportation of mail by 
aircraft as shown in the appendix. 


■The Postmaster General, on Feb. 15. 1972. 
by motion requested an additional 30-day ex¬ 
tension of time to file his answer stating diffi¬ 
culties were encountered In the evaluation of 
the petition by regional personnel of the 
Postal Service. Extension was granted Feb. 
22. 1972. extending the due date for answer 
to Mar. 23. 1972. 

■All the adjustments made herein by the 
Postal Service are In compliance with Re¬ 
gional Instruction 530-A, MAir Taxi Trans¬ 
portation Rate Adjustments, Part 398 Opera¬ 
tors.” 
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It is in the public interest to fix. de¬ 
termine, and establish the fair and rea¬ 
sonable rate of compensation to be paid 
by the Postmaster General for the pro¬ 
posed transportation of mail by aircraft, 
the facilities used and useful therefor, 
and the services connected therewith, be¬ 
tween the aforesaid points. Upon consid¬ 
eration of the petition and other matters 
officially noticed, it is proposed to issue 
an order 4 5 to include the following find¬ 
ings and conclusions: 

The fair and reasonable final service 
mail rates to be paid to Sedalia, Marshall, 
Boonville State Line, Inc., in its entirety 
by the Postmaster General pursuant to 
section 406 of the Act for the trans¬ 
portation of mail by aircraft, the facili¬ 
ties used and useful therefor, and the 
services connected therewith, shall be 
the rates per great circle aircraft mile, 
based on five round trips per week as set 
forth below: 


Kouto 

Effective on 
and after 

Kate 

cents 

per 

mile 

Topeka and Dodge City, Kans., 
via Kansas City, Mo,, and 

Wichita and Hays, Kans. 

Independence and Wichita, via 
Fort Scott, Kans. 

. Mar. 

2d, 1972 

62. S3 

. Mar. 

Id, 1972 

53.09 

Muskogee, Okla., and Wichita, 
Kans., via Tulsa and Okla¬ 
homa City. Okla. 

. Mar. 

2d, 1972 

56.44 

Grand Island, Nebr., and 

Salhia, Kans., via Wichita, 
Kans. 

Mar. 

25,1972 

58.14 


Accordingly, pursuant to the Federal 
Aviation Act of 1958, and particularly 
sections 204(a) and 406 th ereof , and 
regulatio ns pr omulgated in 14 CFR, Part 
302, 14 CFR, Part 298, and 14 CFR 
385.16(f). 

It is ordered, That: 

1. Sedalia, Marshall, Boonville Stage 
Line, Inc., the Postmaster General, 
American Airlines, Inc., Braniff Airways, 
Inc., Continental Air Lines, Inc., 
Frontier Airlines, Inc., Trans World Air¬ 
lines, Inc., and all other interested per¬ 
sons are directed to show cause why the 
Board should not adopt the foregoing 
proposed findings and conclusions and 
fix, determine, and publish the final rates 
specified above for the transportation of 
mail by aircraft, the facilities used and 
useful therefor, and the services con¬ 
nected therewith as specified above as 
the fair and reasonable rate of com¬ 
pensation to be paid to Sedalia, Marshall, 
Boonville Stage Line, Inc.: 

2. Further procedures herein shall be 
in accordance with 14 CFR, Part 302, and 
notice of any objection to the rate or to 
the other findings and conclusions pro¬ 
posed herein, shall be filed within 10 
days, and if notice is filed, written answer 
and supporting documents shall be filed 
within 30 days after service of this order; 


4 As this order to show cause is not a final 
action, it Is not regarded as subject to the 
review provisions of 14 CFR. Part 385. These 
provisions wUl apply to final action taken by 
the staff under authoritv delegated in 

5 385.16(g). 


3. If notice of objection is not filed 
within 10 days after service of this order, 
or if notice is filed and answer is not filed 
within 30 days after service of this order, 
all persons shall be deemed to have 
waived the right to a hearing and all 
other procedural steps short of a final 
decision by the Board, and the Board 
may enter an order incorporating the 
findings and conclusions proposed herein 
and fix and determine the final rate 
specified herein; 

4. If answer is filed presenting issues 
for hearing, the issues involved in deter¬ 
mining the fair and reasonable final rate 
shall be limited to those specifically 
raised by the answer, except insofar as 
other issues are raised in accordance with 
Rule 307 of the rules of practice (14 CFR 
302.307); and 

5. This order shall be served on Sedalia, 
Marshall, Boonville Stage Line, Inc., the 
Postmaster General, American Airlines, 
Inc., Braniff Airways, Inc., Continental 
Air Lines, Inc., Frontier Airlines, Inc., 
and Trans World Airlines, Inc. 

This order will be published in the 
Federal Register. 

[seal] Harry J. Zink, 

Secretary. 

[FR Doc.72-15912 Filed 9-18-72;8:49 am) 

COMMITTEE FOR THE IMPLEMEN¬ 
TATION OF TEXTILE AGREEMENTS 

CERTAIN COTTON TEXTILE PRODUCTS 

PRODUCED OR MANUFACTURED 

IN BRITISH HONDURAS 

Entry or Withdrawal From Warehouse 
for Consumption 

September 14,1972. 

On June 29.1972, the U.S. Government 
requested the Government of British 
Honduras to enter into consultations, 
under Articles 3 and 6(c) of the Long- 
Term Arrangement Regarding Interna¬ 
tional Trade in Cotton Textiles done at 
Geneva on February 9, 1962, concerning 
exports to the United States of cotton 
textile products in Category 63 pro¬ 
duced or manufactured in British Hon¬ 
duras. Public notice of this request was 
published in the Federal Register on 
July 11, 1972 (37 F.R. 13569). Consulta¬ 
tions were held between the two Gov¬ 
ernments during the month of August 
1972. 

As a result of these consultations, the 
Government of British Honduras will 
limit its exports of Category 63 to a level 
of 601,660 pounds for the 12-month peri¬ 
od beginning June 29. 1972 and extend¬ 
ing through June 28, 1973 and the Gov¬ 
ernment of the United States will assist 
the Government of British Honduras in 
implementing this limitation by con¬ 
trolling imports of cotton textile prod¬ 
ucts in Category 63 at the designated 
level for the 12-month period. 

This limitation does not apply to cot¬ 
ton textile products in Category 63 pro¬ 


duced or manufactured in British Hon¬ 
duras and exported to the United States 
prior to the beginning of the designated 
12-month period. 

There is published below a letter of 
September 14, 1972, from the Chairman 
of the Committee for the Implementation 
of Textile Agreements to the Commis¬ 
sioner of Customs, directing that the 
amount of cotton textile products in 
Category 63, produced or manufactured 
in British Honduras, which may be 
entered or withdrawn from warehouse 
for consumption in the United States for 
the 12-month period beginning June 29 
1972, be limited to 601,660 pounds. 

Stanley Nehmer, 
Chairman, Committee for the 
Implementation of Textile 
Agreements, and Deputy As¬ 
sistant Secretary for Re¬ 
sources. 

Committee for the Implementation of 
Textile Agreements 

Commissioner of Customs, 

Department of the Treasury, 
Washington, D.C . 20226. 

September 14,1972. 

Dear Mr. Commissioner : Under the 
terms of the Long-Term Arrangement 
Regarding International Trade in Cotton 
Textiles done at Geneva on February* 9, 
1962, including Article 6(c) thereof re¬ 
lating to nonparticipants, and in accord¬ 
ance with the procedures outlined in 
Executive Order 11651 of March 3, 1972, 
you are directed to prohibit, effective as 
soon as possible, and for the 12-month 
period beginning June 29, 1972 and ex¬ 
tending through June 28,1973, entry into 
the United States for consumption and 
withdrawal from warehouse for con¬ 
sumption, of cotton textile products in 
Category 63, produced or manufactured 
in British Honduras, in excess of a level 
of restraint for the period of 601,660 
pounds. 1 

Entries of cotton textile products in 
Category 63, produced or manufactured 
in British Honduras and which have 
been exported to the United States from 
British Honduras prior to June 29, 1972, 
shall not be subject to this directive. 

Cotton textile products in Category 63 
which have been released from the cus¬ 
tody of the Bureau of Customs under the 
provisions of 19 U.S.C. 1448(b) prior to 
the effective date of this directive shall 
not be denied entry under this directive. 

A detailed description of Category 63. 
in terms of T.S.U.S.A. numbers was pub¬ 
lished in the Federal Register on 
April 29. 1972 (37 F.R. 8802). 

In carrying out the above directions, 
entry into the United States for con¬ 
sumption shall be construed to include 
entry for consumption into the Com¬ 
monwealth of Puerto Rico. 

The actions taken with respect to the 
Government of British Honduras and 
with respect to imports of cotton textile 
products from British Honduras have 


1 This level has not been adjusted to re¬ 
flect any entries made on or after June 29. 
1972. 
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been determined by the Committee for 
the Implementation of Textile Agree¬ 
ments, to involve foreign affairs func¬ 
tions of the United States. Therefore, 
the directions to the Commissioner of 
Customs, being necessary to the imple¬ 
mentation of such actions, fall within 
the foreign affairs exception to the rule- 
making provisions of 5 U.S.C. 553. This 
letter will be published in the Federal 
register. 

Sincerely, 

Stanley Nehmer, 
Chairman, Committee for the 
Implementation of Textile 
Agreements, and Deputy As¬ 
sistant Secretary for Re¬ 
sources. 

(FR Doc.72-15954 Filed 9-18-72;8:50 amj 

FEDERAL COMMUNICATIONS 
COMMISSION 

AT&T APPLICATION FOR PERMISSION 
TO MAKE EFFECTIVE INCREASED 
RATES FOR INTERSTATE LONG DIS¬ 
TANCE TELEPHONE SERVICE 

Notice of Closing Date for Comments 

September 7,1972. 

The FCC has requested that all parties 
to the A.T. & T. rate case. Docket No. 
19129, and any other party, file by 
September 22, 1972 whatever comments 
they may have concerning A.T. & T/s 
Application No. 898 for special permission 
dated September 1, 1972. This applica¬ 
tion, which was served on all parties to 
the docket, requests permission to make 
effective on September 15, 1972, on not 
less than 1 day’s notice, increased rates 
for Interstate Long Distance Message 
Telecommunications Service. It also re¬ 
quests the Commission to waive sections 
61.38 and 61.58 of the Commission’s 
rules and paragraph 11 of the Commis¬ 
sion’s order of February 3,1972 in Docket 
No. 18128, although A.T. & T. questions 
the applicability of these requirements 
to its request for special permission. 

The rates which A.T. & T. seeks to 
make effective were originally filed on 
November 20, 1970 to become effective 
January 19, 1971. However, they were 
postponed by A.T. & T. at the request of 
the FCC pending the outcome of ex¬ 
pedited hearings in Docket No. 19129 in 
which the lawfulness of the rates as 
being examined. A reargument before 
the Commission was recently set for 
September 19, 1972 in this proceeding. 

The Commission recognizes that the 
requested date of September 15,1972 al¬ 
lows insufficient time for the public to 
file comments or the Commission to 
properly consider the A.T. & T. request, 
and therefore announces that it will con¬ 
sider all comments and pleadings re¬ 
ceived by September 22, 1972 before act¬ 
ing on the application. It should be noted 
that any rate filing will be subject to 
suspension by the Commission for the 
full statutory period of three months as 
well as subject to the decisions of the 


Commission in the pending proceedings 
in Docket No. 19129. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Secretary . 

(FR Doc.72-15911 Filed 9-18-72:8:49 am] 


FORFEITURE PROVISIONS, 
COMMUNICATIONS ACT 

Notice of Petition for Reorganization 

September 8, 1972. 

Legislation to reorganize the forfeiture 
provisions of the Communications Act 
has been requested from Congress by the 
FCC. The Commission said “common 
procedures with uniform sanctions” are 
needed for common earners, broadcast 
entities, and electronic communications 
businesses, as well as for many forms of 
nonbroadcast licensee misconduct not 
now covered by the Act. 

The FCC asked that the forfeiture 
provisions be extended to cover cable 
systems, or other communications busi¬ 
nesses that may become subject to Com¬ 
mission authority. Forfeiture authority 
w T as asked for users of restricted radia¬ 
tion devices, radio frequency oscillator 
devices, equipment manufacturers, per¬ 
sons operating without holding a required 
license and others subject to Commis¬ 
sion regulations. (This would cover any 
person subject to the Communications 
Act or FCC rules, persons operating with¬ 
out a valid station or operator’s license, 
operators not required to have a license 
and licensed radio operators now subject 
only to suspension.) 

The commission asked that the limita¬ 
tions period for issuing notices of ap¬ 
parent liability be extended, for broad¬ 
cast station licensees, to 1 year or the 
current license term, whichever is 
greater, and for nonbroadcast station 
licensees, to 3 years. The limitations 
period would be 3 years for all other 
persons subject to forfeiture. (Present 
limitations periods are 1 year for broad¬ 
cast licensees and 90 days for nonbroad¬ 
cast licensees.) 

The FCC called for a maximum forfei¬ 
ture of $2,000 for a single offense; a 
$20,000 maximum for multiple offenses 
by a common carrier, broadcast station 
licensee or permittee, or a person en¬ 
gaged in distributing to the public 
broadcast signals or other program serv¬ 
ices by wire; and a $5,000 maximum for 
all others. (Existing maximum forfeiture 
amounts are $1,000 for single offenses 
by a broadcast station, $10,000 for multi¬ 
ple offenses, $100 for single offenses by 
persons covered by nonbroadcast regu¬ 
lations and $500 for multiple offenses 
by these persons.) 

Authority to reduce or remit forfei¬ 
tures levied against common carriers was 
also requested by the FCC. (The Com¬ 
munications Act now permits reduction 
of all other forfeitures.) 

Federal Communications 
Commission, 

r seal ] Ben F. Waple, 

Secretary. 

|FR Doc.72-15910 Filed 9-18-72:8:49 am] 


VARIOUS ASPECTS OF CHILDREN'S 
TELEVISION 

Notice of Public Panel Discussions 

September 8,1972. 

Public panel discussions on the various 
aspects of children’s television have been 
scheduled by the FCC from October 2 
through October 4, 1972. The meetings 
will take place in Room 856 of the FCC 
Offices, 1919 M Street NW., Washington, 
DC. 

The panels will allow educators, broad¬ 
cast and citizen representatives, adver¬ 
tisers. and other experts to present their 
views on children’s TV programing. 
The discussions will be similar in format 
to previous public panels conducted by 
the FCC on cable television and common 
carrier matters. The Commission initi¬ 
ated an inquiry into children’s TV pro¬ 
graming on January 21, 1971 (Docket 
19142). 

Lee Polk, television producer, director 
and writer, will serve as facilitator of 
the panels. Polk is a former director of 
children’s programing for the National 
Educational Television Network (NET), 
New York, N.Y., and has had extensive 
experience in producing children’s TV 
programs. He is a member of the Board 
of Advisors for “Sesame Street” and “The 
Electric Company” and participated in 
the White House Conference on Children 
in 1970. 

Names of the participants will be an¬ 
nounced later. 

Panel times and subjects are: Monday, 
October 2, Content Diversification. 9:30 
a.m.-noon, Age Specificity, 2-4:30 p.m.; 
Tuesday. October 3, Responsive Schedul¬ 
ing, 9-11:30 a.m., Advertising Practices, 
1-2:30 p.m. and 2:45-3:45 p.m.; and 
Wednesday, October 4. Alternative Meth¬ 
ods of Financing and Modifications of 
Current Advertising Practices, 9-11:30 
a.m.. Self-regulation, 1-3:00 p.m. 

Federal Communications 
Commission, 

(seal! Ben F. Waple, 

Secretary . 

(FR Doc 72-15909 Filed 9-18-72:8:49 ami 


FEDERAL MARITIME COMMISSION 

BERMUDA RATE AGREEMENT 

Notice of Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916, as 
amended (39 Stat. 733, 75 Stat. 763, 46 
U.S.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1405 I Street NW., 
Room 1015; or may inspect the agree¬ 
ment at the field offices located at New 
York, N.Y., New Orleans. La., and San 
Francisco, Calif. Comments on such 
agreements, including requests for hear¬ 
ing, may be submitted to the Secretary, 
Federal Maritime Commission, Washing¬ 
ton. D.C. 20573, within 20 days after 
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publication of this notice in the Federal 
Register. Any person desiring a hearing 
on the proposed agreement shall provide 
a clear and concise statement of the mat¬ 
ters upon which they desire to adduce 
evidence. An allegation of discrimination 
or unfairness shall be accompanied by a 
statement describing the discrimination 
or unfairness with particularity. If a 
violation of the Act or detriment to the 
commerce of the United States is alleged, 
the statement shall set forth with partic¬ 
ularity the acts and circumstances said 
to constitute such violation or detriment 
to commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the statement should indicate that 
this has been done. 

Notice of agreement filed by: 

S. Doolos, General Traffic Manager, Chester, 

Blackburn & Roder, Inc., 1 World Trade 

Center, Suita 1035. New York, N.Y. 10048. 

Agreement No. 9998, between Atlantic 
Lines, Ltd., and Bermuda Express Serv¬ 
ice, operating cargo services between 
ports in Bermuda and Atlantic and gulf 
ports of the United States, provides that 
tlie parties will confer and discuss with 
each other the rates, charges, credit, 
classifications, practices, and related 
tariff matters to be charged or observed 
by them in the above trade for the pur¬ 
pose of promoting the commerce and 
stability of such trade all in accordance 
with the terms and conditions set forth in 
the agreement. 

By order of the Federal Maritime Com¬ 
mission. 

Dated: September 14,1972. 

Francis C. Hurney, 
Secretary . 

[FR Doc.72-15919 Filed 9-18-72;8:49 am] 


[Docket No. 72-51] 

NEW YORK SHIPPING ASSOCIATION 
AND INTERNATIONAL LONG¬ 
SHOREMEN’S ASSOCIATION 

Declaratory Order To Show Cause 

New York Shipping Association, Inc. 
(NYSA) and the International Long¬ 
shoremen’s Association, AFL-CIO (ILA) 
have petitioned this Commission for a 
declaratory order, pursuant to rule 5(h) 
of the Commission's rules of practice and 
procedure, 46 CFR 502.68, that the 
NYSA-ILA man-hour/ tonnage assess¬ 
ment formula, contained in the collec¬ 
tive bargaining agreement between 
NYSA and ILA (attachment “B” of said 
agreement), is not an agreement subject 
to section 15 of the Shipping Act, 1916 
(the Act). 

This petition was noticed in the Fed¬ 
eral Register on August 9, 1972 (37 F.R. 
16045), wherein comments thereon were 
invited. Comments were received from 
eight parties, all of whom were opposed 
to the granting of the requested declara¬ 
tory order. In addition, one party was 
granted an extension of time in which 
to file, and another filed a petition for 


institution of an investigation of the sub¬ 
ject agreement. 

NYSA is a nonprofit corporation, 
organized and existing under the laws 
of the State of New York whose mem¬ 
bers include steamship lines, steamship 
agents, stevedoring companies, and 
marine terminal operators. 

ILA is an unincorporated labor or¬ 
ganization certified by the NLRB as the 
collective bargaining representative for 
all longshore labor in the Port of Greater 
New York. 

The agreement that NYSA would have 
the Commission exempt from the re¬ 
quirements of section 15 of the Act is an 
agreement known as attachment “B” and 
attached to the NYSA-ILA collective 
bargaining agreement, which provides 
for the method of assessment of em¬ 
ployers and vessel carriers for purposes 
of meeting the obligations of the NYSA- 
ILA collective bargaining agreement 
with respect to pension, welfare and 
clinic, guaranteed annual income (GAI), 
etc. 

NYSA argues in its petition that this 
agreement is not subject to section 15 
since it is part and parcel of a collective 
bargaining agreement and as such con¬ 
stitutes an agreement between a person 
subject to the Act (NYSA) and a person 
not subject to the Act (ILA). 

This agreement is on its face no dif¬ 
ferent from the previous NYSA Agree¬ 
ment No. T-2390, the subject of Docket 
No. 69-57, served June 14, 1972. The 
mere fact that such an agreement is em¬ 
bodied in a collective bargaining agree¬ 
ment would not in itself have the effect 
of exempting that agreement from the 
requirements of section 15. See Volks- 
wagenwerk Aktiengesellschaft v. F.M.C. 
390 U.S. 261 (1968). 

The various responses to the petition 
argue that, since this new agreement is 
seemingly no different from the prior 
agreement which this Commission found 
would be in violation of the Act if not 
subjected to certain modifications, it is 
therefore violative of sections 16 and 17 
as well as section 15. 

These respondents argue that the fail¬ 
ure to allow “excepted status” to be con¬ 
ferred upon newsprint, automobiles, and 
the trades of Alaska, Hawaii, and Puerto 
Rico causes this agreement to violate 
section 16 first of the Act with respect 
to subjecting particular persons, locali¬ 
ties, and descriptions of traffic to undue 
and unreasonable prejudice and dis¬ 
advantage. 

Furthermore, the agreement is said to 
constitute an unjust and unreasonable 
practice relating to or connected with 
the receiving, handling, storing, or de¬ 
livering of property in violation of sec¬ 
tion 17 of the Act. 

Therefore, it is ordered, Pursuant to 
section 22 of the Shipping Act, 1916, that 
New York Shipping Association, Inc., and 
International Longshoremen’s Associa¬ 
tion show cause why the subject agree¬ 
ment (attachment “B,” NYSA-ILA Man- 
Hour/Tonnage Method of Assessment) 
should not be subject to section 15 of 
the Shipping Act, 1916; and 

It is further ordered , That New York 
Shipping Association, Inc., and Interna¬ 


tional Longshoremen’s Association show 
cause why the subject agreement should 
not be found to be in violation of sections 
16 first and 17 of the Shipping Act, 1916; 
and 

It is further ordered, That New York 
Shipping Association and International 
Longshoremen’s Association and their 
members are hereby made respondents 
in this proceeding; and 
It is further ordered, That there ap¬ 
pearing to be no material issues of fact 
in dispute that this proceeding shall be 
limited to the submission of affidavits 
and memoranda of law, replies, and oral 
argument. Should any party feel that an 
evidentiary hearing be required, that 
party must accompany any request for 
such hearing with a statement setting 
forth in detail the facts to be proven, 
their relevance to the issues in this pro¬ 
ceeding, and why such proof cannot be 
submitted through affidavit. Requests 
for hearing shall be filed on or before 
October 6, 1972. Affidavits of fact and 
memoranda of law shall be filed by re¬ 
spondent parties no later than the close 
of business October 6, 1972. Reply affida¬ 
vits and memoranda shall be filed by 
the Commission’s Bureau of Hearing 
Counsel and intervenors, if any, no later 
than close of business October 20, 1972. 
An original and 15 copies of affidavits of 
fact, memoranda of law, and replies are 
required to be filed with the Secretary, 
Federal Maritime Commission, Washing¬ 
ton, D.C. 20573. Copies of any papers filed 
with the Secretary should also be served 
upon all parties hereto. Time and date 
of oral argument if requested and/or 
deemed necessary by the Commission 
will be announced at a later date; and 
It is further ordered , That notice of 
this order be published in the Federal 
Register and a copy thereof be served 
upon NYSA and ILA, individually, and 
on behalf of their members; and 
It is further ordered. That notice of 
this order and notice of hearing, if any. 
be mailed directly to the Department of 
Justice, the Department of Labor, and 
the National Labor Relations Board; and 
It is further ordered. That any person 
other than those named respondents 
herein who desires to become a party to 
this proceeding and participate herein, 
shall file a petition to intervene in ac¬ 
cordance with rule 5(1), 46 CFR 502.72, 
of the Commission’s rules of practice and 
procedure; and 

It is further ordered, That all future 
notices issued by or on behalf of the 
Commission in this proceeding shall be 
mailed directly to NYSA and ILA, indi¬ 
vidually. and on behalf of their members, 
and any other person made a party of 
record to this proceeding; and 
It is further ordered, That the petition 
for investigation filed on behalf of the 
Pineapple Shippers Association is hereby 
denied inasmuch as the matters set forth 
therein are the subject of this order; and 
It is further ordered. That the NYSA 
motion for permission to file memoranda 
in support of its petition for a declaratory 
order is hereby denied; and 
It is further ordered, That the NYSA 
and ILA petition for a declaratory order 
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is hereby denied in light of this proceed¬ 
ing. 

By the Commission. 

r seal] Francis C, Hurney, 

Secretary. 

(FR Doc.72-15918 Filed 9-18-72:8:49 am] 


FEDERAL POWER COMMISSION 

[Docket No. CS73-131, etc.] 

POLARIS PRODUCTION CORP. ET AL. 

Notice of Applications for “Small 
Producer” Certificates 1 

September 12, 1972. 

Take notice that each of the Appli¬ 
cants listed herein has filed an applica¬ 
tion pursuant to section 7(c) of the 
Natural Gas Act and § 157.40 of the reg¬ 
ulations thereunder for a “small pro¬ 
ducer” certificate of public convenience 
and necessity authorizing the sale for 
resale and delivery of natural gas hi 
Interstate commerce, all as more fully set 
forth in the applications which are on 
file with the Commission and open to 
public inspection. 

Any person desiring to be heard or to 
make any protest with reference to said 
applications should on or before October 
10, 1972, file with the Federal Power 
Commission, Washington, D.C. 20426. 
petitions to intervene or protests in ac¬ 
cordance with the requirements of the 
Commission’s rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10). All protests 
filed with the Commission will be con¬ 
sidered by it in determining the appro¬ 
priate action to be taken but will not 
serve to make the protestants parties to 
the proceeding. Persons wishing to be¬ 
come parties to a proceeding or to par¬ 
ticipate as a party in any hearing therein 
must file petitions to intervene in accord¬ 
ance with the Commission’s rules. 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act and the 
Commission’s rules of practice and 
procedure, a hearing will be held without 
further notice before the Commission 
on all applications in which no petition 
to intervene is filed within the time re¬ 
quired herein if the Commission on its 
own review of the matter believes that a 
grant of the certificates is required by 
the public convenience and necessity. 
Where a petition for leave to intervene 
Is timely filed, or where the Commission 
on its own motion believes that a formal 
hearing is required, further notice of 
such hearing will be duly given. 

Under the procedure herein provided 
for, unless otherwise advised, it will be 
unnecessary for Applicants to appear or 
be represented at the hearing. 

Kenneth F. Plumb, 
Secretary. 


1 This notice does not provide for consoli¬ 
dation for hearing of the several matters 
covered herein. 


Dock* Date Narn e of applicant 

No. filed 


C878-131... 

8-17-72 

CS73 158... 

8-28-72 

CS73 169... 

8-28-72 

CS73 100... 

8-28-72 

CS73-1C1... 

S 29-72 

CS73-162... 

825-72 

CS73 163... 

8 25-72 

OS73 164... 

8 25-72 

CS73 165... 

8-25-72 

CS73 166... 

8 25 72 

CR73 167... 

8-25-72 

0878-168... 

8 30 72 

CS73 109... 

8 30 72 


Polaris Production Com¬ 
post Office Box 1703, Mid¬ 
land, TX 70701. 

Partnership Properties Co., 
Suit© 1400.1000 Broadway, 
Denver. CO 80202. 

Detra Producing Co., Post 
Oifice Box 1700, Borger, TX 
79007. 

Jnclc Evans Blake, Post 
Office Box 1080. Midland, 
TX 70701. 

Pathfinder Petroleum. Inc., 
637 Houston Natural Gas 
Bldg., Houston, Tex. 77002. 

Pecos Western. Inc.. Post 
Oifice Box 305, Missouri 
City. TX 77460. 

Graham E. Jones. Tost 
Office Box 82, Midland, 

TX 79701. 

James D. Conner, Post 
Office Box 82, Midland, 

TX 79701. 

Chatham Associates. Post 
Oifico Box 82, Midland TX 
79701. 

George R. Locker, Post 
Office Box 82, Midland, 

TX 79701. 

Ross K. Bkoolroy, Post 
Oifico Box 82, Midland, 

TX 79701. 

Kedco Management Corp.. 
Suite 320, 220 West Douglas, 
Witchita, KS 87202. 

Victory Petroleum Co., 

Post dike Box 36660, 
Houston, TX 77036. 


[FR Doc.72-15825 Filed 9-18-72:8:45 am] 


[Docket No. CI73-184] 

PHILLIPS PETROLEUM CO. 

Notice of Application 

September 14,1972. 

Take notice that on September 11, 
1972, Phillips Petroleum Co. (applicant), 
Bartlesville, Okla. 74004, filed in Docket 
No. CI73-184 an application pursuant 
to section 7(c) of the Natural Gas Act 
for a certificate of public convenience 
and necessity authorizing the sale for re¬ 
sale and delivery of natural gas in inter¬ 
state commerce to Panhandle Eastern 
Pipe Line Co. from the Anadarko Basin 
Area, Moore County, Tex., all as more 
fully set forth in the application which 
is on file with the Commission and open 
to public inspection. 

Applicant states that it commenced the 
sale of natural gas on August 1, 1972. 
within the contemplation of §157.29 of 
the regulations under the Natural Gas 
Act (18 CFR 157.29) and that it proposes 
to continue said sale for 120 days from 
September 29, 1972, within the contem¬ 
plation of § 2.70 of the Commission’s 
general policy and interpretations (18 
CFR 2.70). Applicant proposes to sell 
up to 20,000 Mcf of gas per day at 35 
cents per Mcf at 14.65 p.s.i.a. 

It appears reasonable and consistent 
with the public interest in this case to 
prescribe a period shorter than 15 days 
for the filing of protests and petitions 
to intervene. Therefore, any person de¬ 
siring to be heard or to make any protest 
with reference to said application should 
on or before September 25, 1972, file 
with the Federal Power Commission, 
Washington, D.C. 20426, a petition to 
Intervene or a protest in accordance with 
the requirements of the Commission’s 


rules of practice and procedure (18 CFR 
1.8 or 1.10). All protests filed with the 
Commission will be considered by it in 
determining the appropriate action to be 
taken but will not serve to make the 
protestants parties to the proceeding. 
Any person wishing to become a party 
to a proceeding or to participate as a 
party In any hearing therein must file 
a petition to intervene in accordance 
with the Commission’s rules. 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Pow r er Commission by sections 
7 and 15 of the Natural Gas Act and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held without 
further notice before the Commission 
on this application if no petition to in¬ 
tervene is filed within the time required 
herein, if the Commission on its own 
review of the matter finds that a grant 
of the certificate is required by the pub¬ 
lic convenience and necessity. If a pe¬ 
tition for leave to intervene is timely 
filed, or if the Commission on its own 
motion believes that a formal hearing 
is required, further notice of such hear¬ 
ing will be duly given. 

Under the procedure herein provided 
for, unless otherwise advised, it will be 
unnecessary for applicant to appear or 
be represented at the hearing. 

Mary B. Kidd, 
Acting Secretary. 

[FR Doc.72 15907 Filed 9-18-72;8:48 amj 


GENERAL SERVICES 
ADMINISTRATION 

[Federal Property Management Regs.; 
Temporary Reg. F-156J 

SECRETARY OF DEFENSE 
Delegation of Authority 

1. Purpose. This regulation delegates 
authority to the Secretary of Defense to 
represent the consumer interests of the 
executive agencies of the Federal Gov¬ 
ernment in an electric sendee rate pro¬ 
ceeding. 

2. Effective date. This regulation is ef¬ 
fective immediately. 

3. Delegation, a. Pursuant to the au¬ 
thority vested in me by the Federal 
Property and Administrative Services 
Act of 1949. 63 Stat. 377, as amended, 
particularly sections 201(a)(4) and 
205(d) (40 U.S.C. 481(a) (4) and 486(d)). 
authority is delegated to the Secretary 
of Defense to represent the consumer 
interests of the executive agencies of 
the Federal Government before the 
Michigan Public Service Commission in 
a proceeding (Docket No. U-4174) in¬ 
volving the application of the Consum¬ 
ers Pow'er Company for a rate increase. 

b. The Secretary of Defense may re¬ 
delegate this authority to any officer, 
official, or employee of the Department 
of Defense. 

c. This authority shall be exercised in 
accordance with the policies, procedures. 
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and controls prescribed by the General 
Services Administration, and, further, 
shall be exercised in cooperation with 
the responsible officers, officials, and em¬ 
ployees thereof. 

Arthur F. Sampson, 

Acting Administrator of 
General Services. 

September 8, 1972. 

[FR Doc.72-16889 Filed 9-18-72;8:47 am] 

SECURITIES AND EXCHANGE 
COMMISSION 

[Release Noe. 33-5303,34-9778] 

“HOT ISSUES” SECURITIES MARKETS; 
DISTRIBUTION AND TRADING PHASE 

Public Fact Finding Investigation 

The Securities and Exchange Commis¬ 
sion announced today that the next 
phase of its public investigation in the 
matter of the hot issues Securities Mar¬ 
kets will commence with public hearings 
scheduled at the Commission’s head¬ 
quarters in Washington, D.C., on Sep¬ 
tember 20, 1972, at 11 a.m. This phase of 
the hearings will be conducted by the 
Division of Corporation Finance with the 
assistance of other Divisions and Offices. 

The primary purpose of these hear¬ 
ings, as they relate to specific companies 
and the distribution of and trading in 
their securities, is to develop information 
for rule-making purposes and considera¬ 
tion of disclosure and regulatory policies 
and not for enforcement purposes. 

The first phase of these public hear¬ 
ings concluded in May 1972, and resulted 
in a number of recent proposals for ini¬ 
tial steps to curtail certain aspects of 
hot issues, to provide more meaningful 
disclosure relating to new issues and fur¬ 
ther to integrate the disclosure provisions 
of the securities laws (Releases 33-5274, 
33-5275, 33-5276, 33-5277, 33-5278, 33- 
5279, and 34-9673). (37 F.R. 15985-15989, 
16005-16023.) The Commission indicated 
on July 26.1972, when it issued those pro¬ 
posals that imperfections in the methods 
and patterns of distribution and after- 
market trading may be a major cause of 
difficulties in hot issues markets. The cur¬ 
rent phase of the public investigation 
will focus on these areas, and, for pur¬ 
poses of analysis, several case studies 
will be selected from among the 64 com¬ 
panies previously identified in the public 
hearings which had first-time public of¬ 
ferings during the hot issues market of 
1968 and 1969. Several more recent first¬ 
time offerings which experienced dra¬ 
matic aftermarket price increases also 
will be the subject of further public 
hearings. 

The hearings will begin with an analy¬ 
sis of Metropolitan Quarterback, Inc., 
whose registration statement became ef¬ 
fective on November 26, 1968. The iden¬ 
tity of the remaining companies to be 
studied will be announced later, at an 
early stage in the hearings. The individ¬ 
ual company studied may be supple¬ 


mented by more general testimony from 
representative industry groups, firms or 
individuals. 

In addition to a study of the general 
process of distribution and trading of 
securities of the selected companies, it 
is presently intended that the hearings 
will focus on the following more specific 
subjects, among others: 

1. The considerations involved in an 
underwriter’s determination to under¬ 
write securities of a new company and in 
a dealer’s decision to trade in such se¬ 
curities once distributed; 

2. The use of supplemental sales liter¬ 
ature in addition to statutory prospec¬ 
tuses in connection with the distribution 
and trading of such securities; 

3. The nature of oral communications 
between customers and associates of un¬ 
derwriters and dealers participating in 
distribution and trading of such 
securities; 

4. The classes of investors purchasing 
or selling such securities at different 
stages of an offering, i.e., in the distribu¬ 
tion, or in various stages of aftermarket 
trading, and the bases for underwriters’ 
allocations of such securities to 
customers; 

5. Considerations involved in such in¬ 
vestor’s investment decisions, including 
the weight given by them to various 
forms of disclosure available to them in¬ 
cluding statutory prospectuses and sup¬ 
plemental sales literature; and 

6. Prospectus delivery practices of un¬ 
derwriters and dealers, including distri¬ 
bution of preliminary prospectuses. 

Persons having information or wish¬ 
ing to express views relating to the com¬ 
panies selected in the areas under study 
or more general information concerning 
distribution of and trading in new issues 
should submit such information or views 
in writing to Richard H. Rowe, Associate 
Director. Division of Corporation Fi¬ 
nance, 500 North Capitol Street, Wash¬ 
ington, DC. Such submissions may be 
used in connection with the public hear¬ 
ings. Persons desiring to submit written 
statements directly for the record should 
submit such statements to the Hearing 
Officer, Edward B. Wagner, Esq. Persons 
desiring to appear and make an oral 
presentation at the public hearing 
should submit to the Hearing Officer a 
summary of his presentation including 
the amount of time which it is anticipated 
that the presentation will take and the 
date and time at which they desire to 
appear. Copies of such statements and 
summaries also should be submitted to 
Mr. Rowe. 

The appearance of such persons will 
be permitted at the discretion of the 
Hearing Officer, after considering, among 
other factors, the purposes for which 
the hearing is intended, the relevance of 
the proposed presentation of such pur¬ 
poses and extent to which similar pre¬ 
sentations previously have been made 
or are scheduled. 

By the Commission, September 18, 
1972. 

[seal] Ronald F. Hunt, 

Secretary . 

[FR Doc.72-15965 Filed 9-18-72:8:47 am] 


TARIFF COMMISSION 

[337-L-54] 

EXPANDED, UNSINTERED POLYTET- 
RAFLUOROETHYLENE IN TAPE 
FORM FOR SEALING THREADED 
JOINTS 

Notice of Complaint Received 

The U.S. Tariff Commission hereby 
gives notice of the receipt on August 29, 
1972, of a complaint under section 337 
of the Tariff Act of 1930 (19 U.S.C. 1337), 
filed by W. L. Gore & Associates, Inc., 
of Newark, Del., alleging unfair methods 
of competition and unfair acts in the 
importation and sale of expanded, un¬ 
sintered polytetrafluoroethylene in tape 
form for sealing threaded joints which 
is embraced within the claims of U.S. 
Patent No. 3,644,915 owned by the com¬ 
plainant. Johnson & Johnson, Inc., 501 
George Street, New Brunswick, NJ; 
Anchor Packing Co., 895 Terminal Com¬ 
merce Building, Philadelphia, Pa.; 
Globe Tool & Engineering Co., 5071 Kit- 
ridge Road. Dayton, OH; TiteFlex Di¬ 
vision, Atlas Corp., 603 Hendee Street, 
Springfield, MA; U.S. Indestructible 
Gasket Co., 50 West Street, New York, 
NY; Nopi Tape, 25 Green Street, Hack¬ 
ensack, NJ; and United Pan Am, UPA 
International 15209 Stag, Van Nuys, CA, 
have been named as importers and/or 
marketers of the subject products. 

In accordance with the provisions of 
§ 203.3 of its rules of practice and pro¬ 
cedure (19 CFR 203.3), the Commission 
has initiated a preliminary inquiry into 
the allegations of the complaint for the 
purpose of determining whether there is 
good and sufficient reason for a full in¬ 
vestigation, and if so whether the Com¬ 
mission should recommend to the Presi¬ 
dent the issuance of a temporary order 
of exclusion from entry under section 
337(f) of the Tariff Act. 

A copy of the complaint is available 
for public inspection at the Office of the 
Secretary, U.S. Tariff Commission. 
Eighth and E Streets NW., Washington, 
D.C., and at the New York office of the 
Tariff Commission located in Room 437 
of the Customhouse. 

Information submitted by interested 
persons which is pertinent to the afore¬ 
mentioned preliminary inquiry will be 
considered by the Commission if it is re¬ 
ceived not later than October 16, 1972. 
Extensions of time for submitting infor¬ 
mation will not be granted unless good 
and sufficient cause is shown thereon. 
Such information should be sent to the 
Secretary, U.S. Tariff Commission, 
Eighth and E Streets NW., Washington, 
DC 20436. A signed original and nine¬ 
teen (19) true copies of each document 
must be filed. 

By order of the Commission. 

Issued: September 14, 1972. 

[seal] Kenneth R. Mason, 

Secretary . 

[FR Doc.72-15895 Filed 9-18-72:8:48 am] 
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DEPARTMENT OF LABOR 

Occupational Safety and Health 
Administration 

[ S-72-4 ] 

BETHLEHEM STEEL CORP. 

Notice of Application for Variance and 
Interim Order; Grant of Interim Order 

I. Notice of application. Notice is here¬ 
by given that Bethlehem Steel Corp., 
Seattle Plant, 23d Avenue SW., and 
Southwest Charlestown Street, Seattle, 
Wash. 98124, made application pursuant 
to section 6(d) of the Williams-Steiger 
Occupational Safety and Health Act of 
1970 (84 Stat. 1596; 29 U.S.C. 655) and 
29 CFR 1905.11 for a variance, and for 
an interim order pending a decision on 
the application for a varia nce, f rom the 
standard prescribed in 29 CFR 1910.23 
(c) (1) and (2), concerning the protec¬ 
tion of open-sided floors, platforms, and 
runways. 

The applicant states that the address 
of the facility directly affected by the ap¬ 
plication is; Bethlehem Steel Corp., Seat¬ 
tle Plant, 23d Avenue SW.. and South¬ 
west Charlestown Street, Seattle, Wash. 
98124. 

In making the application, applicant 
certifies that this application has been 
posted where notices to employees are 
normally posted and a copy of the ap¬ 
plication has been sent to the authorized 
employee representative, Mr. B. Cocano- 
wer, President, United Steelworkers of 
America, Local No. 1208. 

Included also is a statement by the ap¬ 
plicant that the company has notified 
its employees of their right to petition 
the Assistant Secretary of Labor for Oc¬ 
cupational Safety and Health for a hear¬ 
ing, by providing a copy of its application 
to the authorized employee representa¬ 
tive. Mr. Cocanower. 

Regarding the merits of the applica¬ 
tion, the applicant states that the type 
of work performed in the mould prepara¬ 
tion area requires employees to inspect, 
clean, and spray the ingot moulds. In 
order to carry out these duties, the em¬ 
ployees must work from the edge of the 
mould preparation platforms in order to 
see the bottom of the moulds. The appli¬ 
cant also states that if standard railings 
were in place, as specified by § 1910.23(c) 

(1) and (2), they would interfere with 
the employees’ functions. Finally, the ap¬ 
plicant states that it would not be pos¬ 
sible for the employees to perform all 
their functions without working outside 
such guardrails, which position would 
negate the purpose of the railing. 

The applicant has proposed an alter¬ 
native method which it asserts would 
provide a place of employment to his 
employees as safe and healthful as that 
which would prevail if it complied with 
the standard. This method would be a 
tie-off system whereby the employees 
would be tethered by means of safety 
belts, life lines, and pendant chains to 
overhead tracks which would allow the 
necessary mobility. 


The tie-off system would consist of: 

(1) Three tracks attached to the over¬ 
head truss cord angles of the building 
structure; 

(2) A series of pendant chains that 
would run freely in the overhead tracks; 
and 

(3) Rings on the bottom ends of the 
pendant chains to which the safety lines 
from the safety belts would be secured. 

A copy of the application will be made 
available for inspection and copying 
upon request at the Office of Standards, 
UJS. Department of Labor, Room 500, 
Railway Labor Building, 400 First Street 
NW., Washington, DC 20210. and at the 
Seattle office of the Occupational Safety 
and Health Administration, 1804 Smith 
Tower Building. 506 Second Avenue, Se¬ 
attle, WA 98104. 

Interested persons are invited to sub¬ 
mit written data, views, and arguments 
regarding the application for a variance 
within 30 days following the publication 
of this notice in the Federal Register. 
In addition, employers and employees 
who believe they would be affected by a 
grant or denial of the variance may re¬ 
quest a hearing on the application for a 
variance within 30 days after the publi¬ 
cation of this notice in the Federal Reg¬ 
ister, in conformity with the require¬ 
ments of 29 CFR 1905.15. Submissions 
of written comments and requests for a 
healing should be in quadruplicate, and 
shall be addressed to the Office of Stand¬ 
ards at the above address. 

n. Interim order. It appears from the 
application for a variance and interim 
order, and supporting data, filed by Beth¬ 
lehem Steel Corp. that the practices, 
means, methods, and operations proposed 
to be used will provide employment and 
a place of employment which would be 
at least as safe and healthful as that 
which would prevail if the company were 
to comply with the requirements of 29 
CFR 1910.23(c) (1) and (2). It further 
appears from the application that an in¬ 
terim variance is necessary to prevent 
undue hardships to the applicant and to 
assure greater safety to employees whose 
job duties require them to stand outside 
guardrails. Therefore, 

It is ordered , Pursuant to authority in 
section 6(d) of the Occupational Safety 
and Health Act of 1970 and 29 CFR 
1905.11(c), that Bethlehem Steel Corp. 
be, and it is hereby, authorized to con¬ 
duct its work performed in the mould 
preparation area of its Seattle plant in¬ 
volving the inspecting, cleaning, and 
spraying of the ingot moulds, in accord¬ 
ance with the tie-off system described 
above and the following condition s, in 
lieu of the requirements of 29 CFR 
1910.23(c) (1) and (2): 

(a) A properly secured safety belt is 
to be worn by each employee when work¬ 
ing on the mould preparation platform; 

(b) The safety belt, lifeline, and pend¬ 
ant chain, together, shall not be of such 
length as to extend below the level of 
the platform; 

(c) All unauthorized personnel are to 
be prohibited from the mould prepara¬ 
tion platform; 

(d) Bethlehem Steel Corp. shall give 
notice to affected employees of the terms 


of this interim order by the same means 
required to be used to inform them of 
the application for the variance. 

Effective date. This interim order shall 
be effective as of September 19. 1972, 
and shall remain in effect until a deci¬ 
sion is rendered on the application for a 
variance. 

Signed at Washington, D.C., this 13th 
day of September 1972. 

G. C. Guenther, 
Assistant Secretary of Labor. 

(FR Doc.72-15885 FLled 9-18-72;8:47 am] 


NEW JERSEY DEVELOPMENTAL PLAN 

Notice of Change of Address of Office 
of State Programs 

Notice is hereby given that effective 
September 7. 1972, the New Jersey De¬ 
velopment Plan, and written public 
comments thereon, may be inspected 
and copied at the National Office of the 
Office of State Programs, Occupational 
Safety and Health Administration, at 
Room 305, 400 First Street NW.. Wash¬ 
ington, DC, instead of the address pre¬ 
viously published for such office in the 
notice of the submission of the Plan. 
(37 F.R. 17447). Any correspondence 
concerning the Plan should also be di¬ 
rected to the above address. 

Signed at Washington, D.C., this 14th 
day of September 1972. 

G. C. Guenther. 

Assistant Secretary of Labor. 

(FR Doc.72-15886 Filed 9-18-72;8:47 am] 


Office of the Secretary 
FRANK H. PFEIFFER CO., INC. 

Investigation Regarding Certification 
of Eligibility of Workers To Apply 
for Adjustment Assistance 

The Department of Labor has received 
a Tariff Commission report containing 
an affirmative finding under section 
301(c)(2) of the Trade Expansion Act 
of 1962 with respect to its investigation 
of a petition for determination of eligi¬ 
bility to apply for adjustment assistance 
filed on behalf of workers of Frank H. 
Pfeiffer Co., Inc. Worcester, Mass. (TEA- 
W-148). In view of the report and the re¬ 
sponsibilities delegated to the Secretary 
of Labor under section 8 of Executive 
Order 11075 (28 F.R. 473), the Director. 
Office of Foreign Economic Policy, Bu¬ 
reau of International Labor Affairs, has 
instituted an investigation, as provided 
in 29 CFR 90.5 and this notice. The in¬ 
vestigation relates to the determination 
of whether any of the group of workers 
covered by the Tariff Commission report 
should be certified as eligible to apply for 
adjustment assistance, provided for un¬ 
der title m, chapter 3. of the Trade Ex¬ 
pansion Act of 1962, including the deter¬ 
mination of related subsidiary subjects 
and matters, such as the date unemploy¬ 
ment or underemployment began or 
threatened to begin and subdivision of 
the firm involved to be specified in any 
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certification to be made, as more specifi¬ 
cally provided in Subpart B of 29 CFR 
Part 90. 

Interested persons should submit writ¬ 
ten data, views, or arguments relating to 
the subjects of investigation to the Di¬ 
rector, Office of Foreign Economic Policy, 
U.S. Department of Labor, Washington, 
D.C., on or before September 28, 1972. 

Signed at Washington, D.C., this 11th 
day of September 1972. 

Gloria G. Vernon, 
Director, Office of 
Foreign Economic Policy . 
[FR Doc.72-15887 Piled 9-18-72;8:47 am] 

INTERSTATE COMMERCE 
COMMISSION 

I Notice 78] 

ASSIGNMENT OF HEARINGS 

September 14, 1972. 
Cases assigned for hearing, postpone¬ 
ment, cancellation or oral argument ap¬ 
pear below and will be published only 
once. This list contains prospective as¬ 
signments only and does not include 
cases previously assigned hearing dates. 
The hearings will be on the issues as 
presently reflected in the Official Docket 
of the Commission. An attempt will be 
made to publish notices of cancella¬ 
tion of hearings as promptly as possible, 
but interested parties should take ap¬ 
propriate steps to insure that they are 
notified of cancellation or postponements 
of healings in which they are interested. 

MC 2836 Sub 36, Adirondack Transit Lines, 
Inc., now assigned September 25, 1972, at 
New York, N.Y., is canceled and the appli¬ 
cation is dismissed. 

MC—107496 Sub 839, Ruan Transport Oorp., 
now being assigned hearing October 30, 
1972 (3 days), MC-108449 Sub 337, In- 
dianhead Truck Line, Inc., MC-124078 8ub 
518, Schwerman Trucking Co. now being 
assigned hearing October 30, 1972 (3 days), 
at St. Paul, Minn., in a hearing room to be 
later designated. 

MC-114211 Sub 168, Warren Transport, Inc., 
MC-118806 Sub 23, Arnold Bros. Transport, 
Ltd., now being assigned hearing November 
6, 1972 (1 week), at St. Paul, Minn., in a 
hearing room to be later designated. 
I&S-M-25960, General Increase, from, to, and 
between southern terrritory, now assigned 
September 19, 1972, at Washington, D C. Is 
postponed to October 10, 1972, same time 
and place. 

MC 87720 Sub 124, Bass Transportation, Inc., 
now assigned September 20, 1972, at Wash¬ 
ington, D.C., is canceled and the applica¬ 
tion dismissed. 

MC 98499 Subs 9 and 10, White Truck Line. 
Inc., now assigned October 9, 1972, at At¬ 
lanta, Ga.. postponed to October 10. 1972, 
at the Albert Pick Motor Inn, 1152 Spring 
Street NW„ Atlanta. GA. 

MC 135895, Don Ray Boyd and Jackie Rogers 
Common Carrier application, assigned 
October 2, 1972, will be held in Room 636, 
U.S. Courthouse and Post Office, Corner of 
Capital and North West Street, Jackson, 
Miss. 

MC 120981 Sub 13, Bestway Express, Inc., as¬ 
signed October 25, 1972, at Lexington, Ky„ 
will be held at the Holiday Inn East, New 
Circle Road. 


MC 21958 Sub 8, Starck Van Lines, Inc., as¬ 
signed October 2, 1972, at Pittsburgh, Pa., 
wiU be held in Room 2218„ Federal Building, 
1000 Liberty Avenue. 

MC 116544 Sub 129, Wilson Brothers Truck 
Line, Inc., now being assigned November 6, 
1972 (1 day), at New Orleans, La., in a 
hearing room to be later designated. 

MC 105566 Sub 53, Sam Tanksley Trucking, 
Inc., Extension—Bananas, now being as¬ 
signed November 7, 1972 (2 days), at New 
Orleans, La., in a hearing room to be later 
designated. 

MC 107002 Sub 416, Miller Transporters. Inc., 
now being assigned November 9, 1972 (2 
days), at New Orleans, La., in a hearing 
room to be later designated. 

MC 115162 Sub 212, Poole Truck Line, Inc., 
now being assigned November 13, 1972 (1 
week), at Mobile, Ala., in a hearing room 
to be later designated. 

MC 118989 Sub 70, Container Transit, Inc., 
now assigned September 18, 1972, at Chi¬ 
cago, Ill., is canceled and the application 
dismissed. 

TsealI Robert L. Oswald, 

Secretary . 

[FR Doc.72-16899 Filed 9-18-72;8:48 am] 


FOURTH SECTION APPLICATIONS FOR 
RELIEF 

September 14, 1972. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance with 
§ 1100.40 of the general rules of practice 
(49 CFR 1100.40) and filed within 15 
days from the date of publication of this 
notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 42531— Chemicals between 
points in Louisiana and Texas, also Dela¬ 
ware, North Carolina, South Carolina, 
and Virginia . Filed by Southwestern 
Freight Bureau, agent (No. B-350), for 
interested rail carriers. Rates on chemi¬ 
cals, in tank car loads, as described in 
the application, between points in Louisi¬ 
ana and Texas, also between points in 
Delaware, North Carolina, South Caro¬ 
lina, and Virginia. 

Grounds for relief—Market competi¬ 
tion. 

Tariffs—Supplements 11 and 3 to 
Southwestern Freight Bureau, agent, 
tariffs ICC 5002 and 5043, respectively. 
Rates are published to become effective 
on October 14, 1972. 

FSA No. 42532— Sugar, beet or cane to 
points in Iowa and Wisconsin. Filed by 
Western Trunk Line Committee, agent 
(No. A-2675), for interested rail carriers. 
Rates on sugar, beet or cane, dry, in 
bulk, in carloads, as described in the 
application, from points in Montana, 
Trans-Continental Freight Bureau, and 
western trunkline territories, to New 
Hampton, Iowa, Fond du Lac, and Green 
Bay, Wis. 

Grounds for relief—Market competi¬ 
tion and rate relationship. 

Tariffs—Supplement 132 to Western 
Trunk Line Committee, agent tariff ICC 
A-4481, and 3 other schedules named in 
the application. Rates are published to 
become effective on October 15, 1972. 

By the Commission. 

[seal] Robert L. Oswald, 

Secretary . 

[FR Doc.72-15900 Filed 9-18-72;8:48 am] 


[Notice 123] 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 

September 12, 1972. 

Application filed for temporary au¬ 
thority under section 210a(b) in connec¬ 
tion with transfer application under sec¬ 
tion 212(b) and transfer rules, 49 CFR 
Part 1132: 

No. MC-FC-73952. By application filed 
September 8, 1972, BROWN’S LIMOU¬ 
SINE SERVICE, INC., 161-15 Rockaway 
Boulevard, Jamaica, NY 11434, seeks 
temporary authority to lease the operat¬ 
ing rights of WILDER CONNECTICUT 
AIRPORT COACH, INC., 259 South 
Regent Street, Port Chester, NY, un¬ 
der section 210a(b). The transfer to 
BROWN’S LIMOUSINE SERVICE. 
INC., of the operating rights of WILDER 
CONNECTICUT AIRPORT COACH. 
INC., is presently pending. 

By the Commission. 

[seal] Robert L. Oswald, 

Secretary. 

[FR Doc.72-15901 Filed 9-18-72;8:48 am] 


[Ex Parte 241; Rule 19, Exemption 20] 

EXEMPTION FROM MANDATORY CAR 
SERVICE RULES 

It appearing, that here is an emergency 
movement of military impedimenta from 
Camp Lejeune, N.C., to Fort Stewart. 
Ga.; that the originating carrier lias in¬ 
sufficient system cars of suitable dimen¬ 
sions immediately available for loading 
with this traffic; that sufficient cars of 
other ownerships having suitable dimen¬ 
sions are available on the lines of the 
originating carrier and on its connec¬ 
tions; and that compliance with Car 
Service Rules 1 and 2 would prevent the 
timely assembly and use of such cars. 

It is ordered, That pursuant to the 
authority vested in me by Car Service 
Rule 19, the Car Service Division of the 
Association of American Railroads is au¬ 
thorized to direct the movement to the 
Seaboard Coast Line Railroad Co., the 
railroads designated by the Car Service 
Division are authorized to move to, and 
the Seaboard Coast Line Railroad Co. is 
authorized to accept, assemble, and load 
not to exceed forty (40) empty cars with 
military impedimenta from Camp 
Lejeune. N.C., to Fort Stewart, Ga., re¬ 
gardless of the provisions of Car Service 
Rules 1(b), 2(c), 2(d). or 2(e). 

Effective September 12, 1972. 

Expires September 22,1972. 

Issued at Washington, D.C., Septem¬ 
ber 11,1972. 

Interstate Commerce 
Commission, 

[seal] R. D. Pfahler, 

Agent 

[FR Doc.72-15902 Filed 9-18-72;8:48 am] 
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DEPARTMENT OF STATE 

[Public Notice 364] 

ENVIRONMENTAL IMPACT 
STATEMENTS 

Issuance of Final Department Proce¬ 
dures for Compliance With Federal 

Environmental Statutes 

Notice is hereby given of the publica¬ 
tion of final procedures of the Depart¬ 
ment of State for compliance with Fed¬ 
eral environmental statutes, in accord¬ 
ance with the requirements of section 
102(2) (C) of the National Environmen¬ 
tal Policy Act of 1969 (42 U.S.C. 4332(2) 
(C)), and section 309 of the Clean Air 
Act (42 U.S.C. 1857). 

These final procedures supersede the 
proposed procedures published by the 
Department in the Federal Register on 
February 16, 1972 (37 Fit. 3448). These 
final procedures will be effective upon 
the date of publication of this notice 
(9-19-72), and will be published in the 
Foreign Affairs Manual of the Depart¬ 
ment of State. The procedures are as 
follows: 

1. General. Attention is called to sec¬ 
tion 102(2) (C) of the National Environ¬ 
mental Policy Act of 1969 (42 U.S.C. 
4332(2) (C)); section 309 of the Clean 
Air Act (42 U.S.C. 1857); Executive Or¬ 
der 11514 of March 5, 1970; and the 
Guidelines for Federal Agencies under 
the National Environmental Policy Act 
(NEPA) issued by the Council on Envi¬ 
ronmental Quality (CEQ) April 23, 1971 
(36 F.R. 7724), incorporated herein by 
reference. Except as modified by the 
present policy guides, the CEQ guide¬ 
lines will be followed by the responsible 
Department officials in complying with 
policies and provisions of the NEPA and 
section 309 of the Clean Air Act. These 
procedures do not apply to the Agency 
for International Development, the 
Anns Control and Disarmament Agency, 
and the U.S. Information Agency. These 
procedures likewise do not apply to the 
United States section of the Interna¬ 
tional Boundary and Water Commission 
(U.S.-Mexico) which operates under 
compatible and more specialized proce¬ 
dures. The requirements of these proce¬ 
dures are in addition to, and not a sub¬ 
stitute for, any environmental analyses 
or consultations required by any inter¬ 
national obligations of the United States. 

2. Determining the need for environ¬ 
mental impact statements, (a) Whether 
or not an environmental impact state¬ 
ment is required under section 102(2) 
(C) of the NEPA and filed for any De¬ 
partment action, the policies and pro¬ 
visions of the act require that the 
environmental effects of proposed ac¬ 
tions, and reasonable alternatives there¬ 
to (including those not within the 
authority of the Department), be con¬ 
sidered. The process of deciding on the 
need for an environmental impact state¬ 
ment on any Department action will 
itself require an analysis of the effects 
that the proposed action will have on 
the human environment. The inquiry 


into environmental effects is mandated, 
independent of the requirement to file 
environmental impact statements, by 
section 102(2) (B) of the act, which 
requires procedures to insure that 
presently unquantified environmental 
amenities and values may be given ap¬ 
propriate consideration in decision¬ 
making along with economic, technical 
and other considerations. CEQ Guideline 
No. 1 underscores this by recognizing 
that the purpose of section 102(2)(C) is 
to build into the agency decision-making 
process an appropriate and careful con¬ 
sideration of the environmental aspects 
of proposed actions, and to assist agen¬ 
cies in implementing not only the letter, 
but the spirit, of the act. While the pro¬ 
cedural requirements of section 102(2) 
(C) must be carefully complied with, it 
must also be emphasized that the es¬ 
sence of the act is the need for real 
consideration of environmental effects. 

(b) Section 102(2) (C) of NEPA re¬ 
quires an environmental impact state¬ 
ment on “every recommendation or 
report on proposals for legislation and 
other major Federal actions significantly 
affecting the quality of the human en¬ 
vironment.” Therefore, an activity which 
is both a major Federal action and which 
has a potentially significant effect on the 
environment requires an impact state¬ 
ment. For a general elaboration of the 
terms, see the CEQ guidelines, especially 
CEQ Guidelines 5(a) and 5(b). 

3. Responsibility within the Depart¬ 
ment. The Office of Environmental Af¬ 
fairs (SCI/EN) has primary re¬ 
sponsibility for the Department’s com¬ 
pliance with the requirements of NEPA 
and for determining whether any pro¬ 
posed action requires an environmental 
impact statement. 

Each Department bureau (including 
the United States section of the Inter¬ 
national Boundary Commission and the 
International Joint Commission (U.S.- 
Canada)) having operational responsi¬ 
bility over a proposed major action 
which may significantly affect the en¬ 
vironment shall inform SCI/EN of the 
proposed action, its potential environ¬ 
mental impact and reasonable alterna¬ 
tives thereto. In order to determine 
whether the proposed action will be a 
“major Federal action significantly af¬ 
fecting the quality of the human envi¬ 
ronment,” SCI/EN together with the 
responsible bureau will investigate the 
direct and indirect environmental effects 
of the proposed action and shall consult 
with the Assistant Legal Adviser for En¬ 
vironmental Affairs (L/EN). Where ap¬ 
propriate to supplement work in 
evaluating the environmental impact of 
the proposed action, they will solicit in¬ 
formation from other parts of the De¬ 
partment, from other government agen¬ 
cies with jurisdiction by law or special 
expertise with respect to any environ¬ 
mental impact involved, or from private 
organizations. 

In each instance where it is deter¬ 
mined, after this investigation, that no 
environmental impact statement will be 
prepared by the Department, a memo¬ 
randum will be prepared for Department 


files indicating the extent of the investi¬ 
gation conducted and the reasons for the 
determination that no impact statement 
will be prepared. A list of such actions 
will be available to Government agencies 
or members of the public on request to 
SCI/EN. In assessing the need for impact 
statements regarding any particular 
action, the following guides will be 
considered: 

(a) Not every Department activity 
will be considered a major Federal ac¬ 
tion. for the purposes of the act. For 
example, the following general classes of 
actions ordinarily do not require the 
filing of an environmental impact 
statement: 

(i) Participation in research or study 
projects; 

(ii) Mandatory actions required un¬ 
der any treaty or international agree¬ 
ment to which the United States is a 
party, or required by the decisions of 
international organizations, authorities, 
or consultations in which the United 
States is a member or participant; 

(iii) The payment of contributions to 
any organization pursuant to the obliga¬ 
tion of a treaty or other international 
agreement; or acquiescence in the ex-, 
penditure of funds of an international 
organization where the United States 
has no unilateral right to control such 
expenditures. 

(b) Indirect effects of U.S. activities 
can lead to a need to file an environ¬ 
mental impact statement. Agreements 
which influence resource allocations, 
population trends, and trade and devel¬ 
opment patterns, may have a significant 
environmental impact and therefore may 
require a statement. For example, an 
agreement to construct a canal con¬ 
necting hitherto unconnected bodies of 
water, which may substantially alter 
shipping and trade patterns, may require 
a statement. Such secondary effects must 
be considered, and included, if necessary, 
in the statement itself. 

(c) The Department is responsible for 
determining whether an environmental 
impact statement is required and for 
preparing an environmental impact 
statement only with respect to the Fed¬ 
eral actions as to which it is the “lead 
agency,” as defined in CEQ Guideline 
5(b). Projects such as the completion of 
the Pan American Highway through the 
Darien Gap would be the subject of en¬ 
vironmental impact statements, if other¬ 
wise required, prepared by the Depart¬ 
ment of Transportation or other lead 
agency. In some cases, joint preparation 
of the statement by two or more agen¬ 
cies may be appropriate. 

Where it is determined that an en¬ 
vironmental impact statement will be 
prepared by the Department, SCI/EN 
and the responsible bureau will prepare 
the statement. In doing so. they may, 
where appropriate, solicit information 
and comment from private organizations 
and government agencies with special 
expertise or interest, and engage in con¬ 
sultations, as appropriate, with foreign 
governments whose environments are 
substantially affected by the proposed 
action. Advice on legal requirements for 
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filing environmental impact statements 
and on legal requirements regarding 
their contents will be obtained from the 
Assistant Legal Adviser for Environ¬ 
mental Affairs (L/EN). 

4. Responsibility lor investigation into 
environmental effects of all proposed ac¬ 
tions. Even where it is clear from the 
start that a proposed action will not re¬ 
quire an environmental impact state¬ 
ment, the consideration of possible en¬ 
vironmental effects will still be made, 
and, as required by the act, the results of 
that investigation will be an integral part 
of the decisionmaking process. Further¬ 
more, where no impact statement will be 
prepared, SCI/EN and the responsible 
bureau will nonetheless submit for review 
and concurrence to EPA all proposals for 
legislation, regulations, and construction 
projects which are related to the statu¬ 
tory responsibilities of the Administrator 
of the EPA, as indicated in CEQ Guide¬ 
line No. 8. 

5. General procedure. Unless excluded 
under section 3, actions of the Depart¬ 
ment which are covered by the act will 
require an environmental impact state¬ 
ment. The departures described herein 
from normal procedure for filing and re¬ 
viewing statements embodied in CEQ 
guidelines reflect the peculiar problems 
of carrying on international relations, 
especially when negotiations or discus¬ 
sions with foreign countries are involved. 

(a) CEQ Guideline 10(b) requires 
‘‘that draft environmental statements be 
prepared and circulated for comment 
and furnished to the Council early 
enough in the agency review process be¬ 
fore an action is taken in order to permit 
meaningful consideration of the environ¬ 
mental issued involved.” In the case of 
international agreements, draft state¬ 
ments will, where possible, normally be 
prepared, circulated for comment, and 
forwarded to the CEQ prior to the com¬ 
mencement of negotiations intended to 
produce a final agreement. Where pos¬ 
sible, the draft statement should accom¬ 
pany the request under the Department’s 
regulations (Circular 175 authority, 11 
FAM 720) for authority to negotiate the 
agreement. Where appropriate, a draft 
statement may be prepared prior to the 
establishment of a U.S. position, indicat¬ 
ing that two or more alternatives are 
under consideration without specifying 
the Department’s preference. The state¬ 
ments will reflect the research and in¬ 
dependent assessments of the Depart¬ 
ment personnel charged with their 
preparation and the studies, reports, or 
information considered in preparing the 
statement, and will comply with the re¬ 
quirements of section 102(2) (C) of the 
act as to content, as set forth in CEQ 
Guideline No. 6, but subject to section 
6 of these procedures. In particular, the 
draft should discuss all reasonable alter¬ 
natives to the proposed course of action. 
The draft should indicate whether and to 
what extent interests and considerations 
of Federal policy outweigh any po¬ 
tentially harmful impact on the environ¬ 
ment. 


(b) The draft statements will be dis¬ 
tributed by SCI/EN and the responsible 
bureau for comment to government 
agencies with jurisdiction by law or spe¬ 
cial expertise with respect to any envi¬ 
ronmental impact involved, as deter¬ 
mined by CEQ in Appendix II of the 
CEQ guidelines, and, in accordance with 
section 6(d) below, made available to 
the public. Upon circulation of draft 
statements to the Environmental Pro¬ 
tection Agency, comments shall be re¬ 
quested under both the NEPA and sec¬ 
tion 309 of the Clean Air Act. Notice 
of the draft statement’s availability will 
be published in the Federal Register 
as a public notice. SCI/EN and the re¬ 
sponsible bureau shall arrange for this 
publication. 

Any comments received will be con¬ 
sidered in final policy decisions and in 
the preparation of a final environmental 
impact statement. All such comments 
should be attached to the final state¬ 
ment, and those responsible comments 
not adequately discussed in the draft 
statement should be appropriately dealt 
with in the final statement. In any case 
where comments are not received in suf¬ 
ficient time to allow consideration in 
final policy decisions, they should be con¬ 
sidered in future decisionmaking in simi¬ 
lar areas of policy. 

6. Exceptions. The nature of negotia¬ 
tions and relations at the international 
level may make it necessary to depart 
in some instances from the procedures 
in the CEQ guidelines. CEQ foresaw the 
need for such departures in CEQ Guide¬ 
lines 4 and 10. Exceptions applicable to 
the Department are set forth below: 

(a) The statements which are written 
to comply with the act should not nor¬ 
mally include any classified or adminis¬ 
tratively controlled material. However, 
there may be situations where such 
statements cannot adequately discuss 
environmental effects without including 
material classified or administratively 
controlled under the provisions of 22 
CFR Part 9 et seq. The handling and 
disclosure of such material shall be gov¬ 
erned by 22 CFR Part 9 et seq. In any 
event, however, those portions of any 
statement which are not classified or ad¬ 
ministratively controlled shall be made 
available to the public unless the mate¬ 
rial thus disclosed would be distorted or 
incomprehensible. 

(b) Every attempt will be made to 
comply with the 30-day and 90-day 
periods which CEQ Guideline 10 <b) re¬ 
quires between submission of statements 
and final action. Where schedules of in¬ 
ternational conferences or other factors 
make this impossible, the Department 
will consult with the CEQ concerning 
appropriate modifications by the De¬ 
partment of these minimum periods for 
the case in question and any appropriate 
special arrangements for the availability 
of environmental impact statements. In 
any event, where advice and consent to 
a proposed treaty will be sought or where 
substantial delay between negotiation 
and signature of a proposed executive 


agreement is envisioned, the final state¬ 
ment should be made available as soon as 
possible after the conclusion of an agreed 
text. 

(c) Normally, agencies consulted in 
accordance with CEQ Guideline 7 shall 
be allowed 30 days for reply, and the 
EPA shall be allowed 45 days. However, 
the procedure in section 6(b) above will 
be followed if it becomes necessary to 
reduce these periods. When this is the 
case, all agencies to whom the draft 
statement has been sent will be informed 
by the responsible bureau of the reduced 
time period. The reduced time period 
must also be included in the public no¬ 
tice published in the Federal Register. 

(d) Section 2(b) of Executive Order 
11514 establishes requirements for pro¬ 
viding public information on Federal 
actions and impact statements and 
envisions use of public hearings wherever 
appropriate. Public healings will be em¬ 
ployed by the Department following the 
circulation of each draft impact state¬ 
ment unless it is determined that the 
requirements of carrying on inter¬ 
national relations, including the con¬ 
straints of time and the posture of the 
United States in negotiation, do not allow 
such hearings to be carried out without 
prejudice to the national interest. The 
provisions of the Administrative Proce¬ 
dures Act do not apply to hearings in¬ 
volving “foreign affairs functions”; how¬ 
ever, in each case where hearings are 
employed in accordance with this para¬ 
graph, a public notice of the hearing 
shall be published in the Federal Reg¬ 
ister indicating the time and place of the 
hearing and the matters to be consid¬ 
ered, and the draft environmental im¬ 
pact statement shall be made available to 
the public at least 15 days prior to the 
hearing. SCI/EN and the responsible 
bureau shall arrange for the hearing and 
the publication of the prescribed notice, 
and shall conduct the hearing. If such 
hearings cannot be carried out, arrange¬ 
ments should still be made, where prac¬ 
ticable, for an expedited opportunity for 
members of the public to present their 
views orally. 

For the Secretary of State. 

Dated: August31,1972. 

William B. Macomber, Jr., 
Deputy Under Secretary 
for Management 

(FR Doc.72-15991 Filed 9-18-72:8:59 ami 
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INTERNATIONAL CONVENTIONS AND 
IMPLEMENTING LEGISLATION ON 
LIABILITY AND COMPENSATION 
FOR OIL POLLUTION DAMAGE 

Availability of Draft Environmental 
Impact Statement 

Pursuant to section 102(2) (C) of the 
National Environmental Policy Act of 
1969, the Department of State has pre¬ 
pared a draft environmental impact 
statement for the proposed ratification 
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ot the International Convention on Civil 
Liability for Oil Pollution Damage and 
the International Convention on the 
Establishment of an International Fund 
for Compensation for Oil Pollution Dam¬ 
age, and the proposed enactment of the 
Act to implement these Conventions. 

The proposed Act and Conventions to¬ 
gether provide for strict liability, within 


certain monetary limits, on the part of 
the owners of vessels carrying oil for 
oil pollution damage, and create a fund 
from mandatory contributions of re¬ 
ceivers of oil carried by sea to further 
compensate victims of oil pollution 
damage. 

Copies may be obtained by writing to 
the National Technical Information 


Service. Department of Commerce, 
Springfield, Va. 22151. 

For the Secretary of State. 

Dated : September 11.1972. 

Christian A. Herter. Jr., 
Special Assistant to the Secre¬ 
tary for Environmental Af¬ 
fairs. 

|FR Doc.72-15990 Filed 9-18-72:8:59 ami 
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PROPOSED RULE MAKING 


DEPARTMENT OF AGRICULTURE 


at the beginning of this document, such 
marketing areas include the following: 


Agricultural Marketing Service 

[ 7 CFR Parts 1104, 1106, 1120, 1126, 
1127, 1128, 1129, 1130, 1131, 
1132, 1138 1 

[Dockets Nos. AO-298-A19, etc.[ 

MILK IN RED RIVER VALLEY AND 

CERTAIN OTHER MARKETING AREAS 

Notice of Recommended Decision and 
Opportunity To File Written Excep¬ 
tions on Proposed Amendments to 
Tentative Marketing Agreements 
and to Orders 


7 CFR Marketing area Docket No. 

part 


Group II 

1104 Red River Valtoy.A.O-2&KA19. 

1100 Oklahoma Metropolitan.AO-210-A31. 

1120 Lubl)ock-Plainvlew. Tex. AO-328-A13. 

1120 North Texas.. AO-231-A37. 

1127 San Antonio, Tex. AO-232-A23. 

1128 Central West Tex.. AO-238-A26. 

1129 Austin-Waeo, Tex... AO-250-A19. 

1130 Corpus Chrisli, Tex. AO-259-A23. 

1131 Central Arizona. AO-271-A16. 

1132 Texas Panhandle.. AO-202-A22. 

1138 Rio Grande Valley. AO-33S-A18. 


Notice is hereby given of the filing with 
the Hearing Clerk of this recommended 
decision with respect to proposed amend¬ 
ments to the tentative marketing agree¬ 
ments and orders regulating the handling 
of milk in the aforesaid marketing areas. 

Interested parties may file written ex¬ 
ceptions to this decision with the Hear¬ 
ing Clerk, U.S. Department of Agri¬ 
culture, Washington, D.C. 20250, by 
October 7, 1972. Seventeen copies of the 
exceptions should be filed. All written 
submissions made pursuant to this notice 
will be made available for public inspec¬ 
tion at the office of the Hearing Clerk 
during regular business hours (7 CFR 
1.27(b)). 

The above notice of filing of the deci¬ 
sion and of opportunity to file exceptions 
thereto is issued pursuant to the provi¬ 
sions of the Agricultural Marketing 
Agreement Act of 1937, as amended 
(7 U.S.C. 601 et seq.), and the applica¬ 
ble rules of practice and procedure gov¬ 
erning the formulation of marketing 
agreements and marketing orders (7 CFR 
Part 900). 

Preliminary Statement 

The hearing on the record of which 
the proposed amendments, as hereinafter 
set forth, to the tentative marketing 
agreements and to the orders as amended 
were formulated was conducted at 
Atlanta, Ga., on October 18-20, 1971, at 
Dallas, Tex., on November 9 and 10,1971, 
and at Bloomington, Minn., on Novem¬ 
ber 16-18, 1971, pursuant to notice 
thereof which was issued October 4, 1971 
(36 F.R. 19604). 

This hearing was a single proceeding 
on proposed amendments to the tentative 
marketing agreements and orders regu¬ 
lating the handling of milk in 33 mar¬ 
keting areas. In addition to those listed 


Group I 


Georgia 
Neosho Valley 
Wichita, Kans. 
Chattanooga, Tenn. 
New Orleans, La. 
Northern Louisiana 


Memphis, Tenn. 
Nashville, Tenn. 
Fort Smith, Ark. 
Mississippi 
Central Arkansas 


Group HI 


Minnesota-North 
Dakota 
Southeastern 
Minnesota- 
Northern Iowa 
Quad Cities- 
Dubuque 

Greater Kansas City 
Nebraska-Wes tern 
Iowa 


Minneapolls- 
St. Paul, Minn. 
Duluth-Superior 
Cedar Rapids- 
Iowa City 
Eastern South 
Dakota 
North Central 
Iowa 

Des Moines, Iowa 


Because of the length of the recom¬ 
mended decision being issued under this 
proceeding, and to facilitate its distribu¬ 
tion to interested parties, this decision 
is being published in the Federal Regis¬ 
ter in the form of three separate docu¬ 
ments. Each contains the proposed 
amendments for the group of 11 orders 
listed at the beginning of the document 
and, for the convenience of interested 
parties, an identical set of findings and 
conclusions. The three documents con¬ 
stitute, however, a single recommended 
decision under this proceeding. 

The material issues on the record of 
the hearing relate to: 

1. Application of a uniform milk 
classification plan in the 33 markets; 

2. Revision of the present Class I clas¬ 
sification; 

3. Classification and pricing of milk 
not needed for Class I use; 

4. Miscellaneous classification and ac¬ 
counting changes: 

(a) Other source milk definition; 

(b) Accounting for nonfat milk solids 
added to milk and milk products; 

(c) Classification of milk transferred 
or diverted to other plants; 

(d) Classification of end-of-month 
inventory; 

(e) Classification of shrinkage, milk 
dumped and milk disposed of for animal 
feed; 

(f) Allocation of receipts to utiliza¬ 
tion; 

(g) Obligations relative to other 
source milk; and 

(h) Reports; 

5. Changing the butterfat differen¬ 
tials; 

6. Advance announcement of prices for 
surplus milk; 

7. Treatment of filled milk under the 
Minneapolis-St. Paul and Southeastern 
Minnesota-Northern Iowa orders; and 

8. A uniform “equivalent price" provi¬ 
sion. 

General setting of the hearing . This 
hearing is the second of two regional 
hearings on the proposed use of a uni¬ 
form plan for classifying milk for pricing 
purposes under Federal milk orders. The 
first hearing, which was held at Clayton, 
Mo., on July 14-22, 1970, was for seven 
midwestem markets. A recommended 
decision based on the seven-market hear¬ 
ing was issued on June 4, 1971, and ex¬ 


ceptions have been filed. A final deci¬ 
sion is pending. 

Prior to the first hearing, the National 
Milk Producers Federation, an organiza¬ 
tion of cooperative associations of dairy 
farmers and federations of such coopera¬ 
tive association, undertook the develop¬ 
ment of a uniform milk classification 
plan for use under milk orders. Guide¬ 
lines were formulated for use by mem¬ 
ber organizations in the drafting of 
specific classification proposals for con¬ 
sideration at public hearings. 

Using these guidelines as a basis for 
their proposals, several cooperative as¬ 
sociations petitioned the Department for 
a hearing on proposals relating to the 
classification and pricing of milk in seven 
midwestem markets. After the hearing 
and issuance of a recommended decision, 
these cooperatives, along with other 
producer groups, requested a similar 
hearing for an additional 33 markets. The 
two hearings together involve a group of 
40 contiguous markets located through¬ 
out the central part of the United States. 

As in the case of the seven markets, 
the main thrust of the cooperatives’ pro¬ 
posals for the 33 markets was the pro¬ 
posed use of an identical classification 
plan under each of the orders. As pro¬ 
posed, the new plan would have three 
classes of utilization rather than the two 
classes now provided in most of these 
orders. The present Class n classification 
would be redesignated as Class in and a 
new Class II classification, which would 
include various milk products now in 
Class I and Class n, would be established. 

Corollary pricing proposals by the 
cooperatives would provide that the new 
Class II price under all but the Central 
Arizona order be the Minnesota-Wiscon- 
sin price plus an amount ranging from 
10 to 20 cents, depending on the order 
involved. Prices would increase generally 
from north to south. For the Central Ari¬ 
zona order, which now has three classes, 
local producers proposed retention of 
the Class II price now in effect (a butter- 
nonfat dry milk formula price plus 25 
cents). 

Producers took diverse positions con¬ 
cerning the appropriate Class III price 
for the 33 markets. Two regional co¬ 
operatives operating largely in the 
Upper Midwest proposed that the Class 
III price under all 33 orders be based 
on a formula reflecting market prices 
for butter, nonfat dry milk and Cheddar 
cheese. A regional cooperative operating 
in the southeastern United States pro¬ 
posed that the Class HI price in five of 
its local markets be based on the Min- 
nesota-Wisconsin price, with reductions 
of 5 to 15 cents to be applicable in four 
of the markets. Another regional co¬ 
operative proposed for 15 southwestern 
markets that the Class III price under 
each order for the principal surplus prod¬ 
ucts be the lower of the present surplus 
price now in effect or the Minnesota- 
Wisconsin price. In the case of still three 
other markets, local producer groups 
asked that their present surplus prices 
(all based solely or in part on butter- 
nonfat dry milk formulas) be retained. 

Cooperatives also proposed that a 
single butterfat differential apply to all 


FEDERAL REGISTER, VOL. 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 


















prices under each order. This differential, 
which would be identical among the 33 
orders, would be based on the Chicago 
butter price times a factor of 0.115. 

A uniform classification plan for the 
33 orders was advocated also by the Milk 
Industry Foundation and the Interna¬ 
tional Association of Ice Cream Manu¬ 
facturers, national trade associations of 
fluid milk and ice cream processors whose 
members operate in each of the 33 sub¬ 
ject markets. Without taking a position 
on whether there should be two or three 
use classes, these groups offered alter¬ 
native proposals on the classification of 
various milk products under either type 
of classification plan. Individual han¬ 
dlers also made proposals concerning 
specific aspects of the classification and 
pricing scheme. 

A more detailed description of the pro¬ 
posals by producers and handlers is set 
forth in the discussion of the material 

issues. 

Findings and Conclusions 

The following findings and conclusions 
on the material issues are based on evi¬ 
dence presented at the hearing and the 
record thereof: 

1. Application of a uniform milk clas¬ 
sification plan in the 33 markets . Each 
of the 33 orders under consideration 
should provide for the same basic clas¬ 
sification plan. As adopted herein, each 
order would provide for three classes of 
utilization, with the milk uses included 
in each class being the same for each 
order. Likewise, the same basic proce¬ 
dure would be used under each order for 
classifying milk transferred or diverted 
from pool plants to other plants, and for 
allocating a handler’s receipts to his 
utilization to determine the classifica¬ 
tion of his producer milk. Each order 
would use the same Class II and Class III 
price formulas. Also, all butterfat re¬ 
ceived from producers would be priced 
at the same level regardless of use. 

The statutory authority for Federal 
milk orders specifies that an order shall 
classify milk purchased by handlers from 
producers or associations of producers in 
accordance with the form in which or the 
purpose for which the milk is used. When 
each of the 33 subject orders was pro¬ 
mulgated. the classification plan adopted 
reflected the marketing conditions and 
practices prevailing at the time in the 
local area concerned. Because local con¬ 
ditions and practices were seldom alike 
from market to market, the classifica¬ 
tion plans often varied from one order 
to another. As long as the markets re¬ 
mained relatively isolated from each 
other, marketing problems resulting from 
the differences in the var ious classifica¬ 
tion plans were minimal. 

In recent years the “local” character 
of these markets has been disappearing. 
Intermarket movements of milk have 
become commonplace as handlers and 
producers alike seek to find additional 
outlets for milk. Such milk movements 
have been encouraged or facilitated by 
such developments as inspection reci¬ 
procity between health Jurisdictions, im¬ 
proved highway networks and trans¬ 
portation equipment, conversion from 
can handling to farm bulk tanks, emer¬ 
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gence of regional cooperatives, new proc¬ 
essing and packaging techniques, and 
concentration of processing and packag¬ 
ing operations in large, specialized 
facilities. 

Numerous cases were cited by handlers 
of products being distributed throughout 
multistate regions from centralized proc¬ 
essing facilities. Products frequently 
mentioned include frozen desserts, 
yogurt, various cream products, and 
cottage cheese. Widespread distribution 
patterns prevail particularly for the 
processors of specialty products such as 
yogurt and sterilized cream items. Al¬ 
though the volume of these specialty 
products is relatively limited, it is prob¬ 
ably the distribution of these products 
more than any others that has precipi¬ 
tated such general interest within the 
industry for uniform classification pro¬ 
visions among Federal orders. 

Although the 33 orders have been re¬ 
vised from time to time to reflect the 
closer intermarket relationships, the 
classification plans of these orders con¬ 
tinue to differ. The differences relate not 
only to the products included in each re¬ 
spective class, but also to the attendant 
class prices and butterfat differentials, 
the rules for classifying milk moved from 
one plant to another, the procedure for 
allocating a handler’s receipts to his 
utilization, the method of classifying 
end-of-month inventories, and the man¬ 
ner of classifying shrinkage. 

Such differences in the classification 
and pricing of milk are often disruptive 
to the competitive relationships of han¬ 
dlers and to the marketing of producer 
milk. Many of these differences, though, 
have little, if any, foundation under to¬ 
day’s marketing conditions. It is thus 
concluded that a generally uniform clas¬ 
sification and pricing plan should be in¬ 
corporated in each of the 33 orders un¬ 
der consideration. 

In conjunction with the development 
of uniform provisions pertaining to the 
classification and pricing of milk, it is 
desirable to also develop a single for¬ 
mat of order provisions for use in each of 
these orders. All orders contain essen¬ 
tially the same categories of provisions, 
such as those relating to the definition 
of a pool plant or other source milk, those 
setting forth the class price formulas, or 
those describing how the uniform price 
shall be computed. At present, however, 
many of the orders are structured in such 
a way that provisions serving essentially 
the same purpose under all orders do 
not appear in each order in the same 
place or under the same section title. 

Coordination of the orders in tills 
respect will be helpful to those in the in¬ 
dustry who must work with several or¬ 
ders, a situation that is becoming in¬ 
creasingly common as individual coop¬ 
eratives and handlers continue to ex¬ 
pand their marketing activities into more 
and more regulated markets. Moreover, 
the opportunity to effect changes in a 
relatively large number of orders at the 
same time makes the adoption of a uni¬ 
form order format a particularly desir¬ 
able step at tills juncture of the order 
program. 

Each of the 11 orders included in this 
document is set forth in its entirety at 
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the end of the document. Each order 
reflects the revised order format as well 
as the classification and pricing amend¬ 
ments adopted herein. In adapting each 
order to the new format, no substantive 
changes have been made in those provi¬ 
sions not under consideration at the 
hearing. Since the classification and 
pricing amendments may be less dis¬ 
cernible to the reader with the reprinting 
of the complete order, the sections in 
each order that encompass the basic 
changes in classification and pricing are 
listed below: 

Sections 12-16, 30, 40-44, 50. 52-54, 60. 
62, 74-76, and 85. 

2. Revision of the present Class l 
classification. With certain exceptions 
noted below. Class I milk under each 
of the 33 subject orders should include 
all skim milk and butterfat disposed of 
in the form of milk, skim milk, lowfat 
milk, milk drinks, buttermilk, filled milk, 
and milkshake and ice milk mixes con¬ 
taining less than 20 percent total solids. 
Skim milk and butterfat disposed of in 
any such product that is flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted likewise 
should be classified as Class I milk. Such 
classification should apply whether the 
products are disposed of in fluid or frozen 
form. 

In addition. Class I milk should in¬ 
clude all skim milk and butterfat dis¬ 
posed of in the form of any other fluid 
or frozen milk product (if not specifically 
designated as a Class n or Class HI use) 
that contains by weight at least 80 per¬ 
cent water and 6.5 percent nonfat milk 
solids, and less than 9 percent butterfat 
and 20 percent total solids. 

Skim milk disposed of in any product 
described above that is modified by the 
addition of nonfat milk solids should 
be Class I milk only to the extent of 
the weight of the skim milk in an equal 
volume of an unmodified product of the 
same nature and butterfat content. 

Class I milk should not include skim 
milk or butterfat disposed of in the form 
of evaporated or condensed milk (plain 
or sweetened), evaporated or condensed 
skim milk (plain or sweetened), formu¬ 
las especially prepared for infant feed¬ 
ing or dietary use that are packaged in 
hermetically sealed glass or all-metal 
containers, any product that contains 
by weight less than 6.5 percent nonfat 
milk solids, or whey. 

As a convenience In drafting order 
provisions, each product designated 
herein as a Class I product would be de¬ 
fined in the 33 orders as a “fluid milk 
product.” 1 II 

Class I milk should include also any 
skim milk and butterfat not specifically 


1 The reader should keep In mind that the 
orders do not classify products per se but 
rather the skim milk and butterfat disposed 
of In the form of a particular product or 
used to produce a particular product. To 
simplify the presentation of the findings 
and conclusions, however, reference is made 
in this decision to Class I products, Class 

II products and Class III products, or to 
certain products included in a particular 
class. 
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accounted for in Class n or Class m, 
other than shrinkage permitted a Class 
III classification. 

Except for sterilized products, most of 
the products listed above for inclusion in 
Class I are now included in the Class I 
classification under each of the 33 or¬ 
ders. Only in the case of milkshake 
mixes might there be a higher classi¬ 
fication under the adopted amendments 
than at present. Under some orders, such 
mixes are now included in the lowest 
class. This higher classification would be 
limited, however, to only those milk¬ 
shake mixes containing less than 20 per¬ 
cent total solids. 

The adopted Class I classification 
would not include eggnog, yogurt, cream 
or mixtures of cream and milk or skim 
milk containing 9 percent or more but- 
terfat (such as half and half). A Class I 
classification now applies to eggnog in 
10 of the 33 markets, and to yogurt in 
19 of the markets. In all markets, sweet 
cream (except that in frozen, concen¬ 
trated, aerated or sterilized form) and 
half and half are now Class I products. 
The classification of sour cream and sour 
cream mixtures, on the other hand, var¬ 
ies considerably among the orders. 

Seven of the 33 orders now include 
ending inventories of packaged fluid milk 
products in Class I. As discussed later, 
such inventories would not be classified 
as Class I milk under the revised orders. 

The proposals concerning the Class I 
classification of milk related primarily 
to the use under all orders of a uniform 
fluid milk product definition based on 
product composition, and to the appro¬ 
priate classification of milkshake and 
ice milk mixes, sterilized fluid milk 
products, cream, eggnog, yogurt, fluid 
milk products to which nonfat milk solids 
have been added and ending inventory. 
The classification of cream, eggnog, and 
yogurt is discussed under Issue 3 which 
deals with the classification and pricing 
of milk not needed for Class I use. The 
method of accounting for nonfat milk 
solids added to fluid milk products is dis¬ 
cussed under Issue 4(b). The classifica¬ 
tion of ending inventory is dealt with 
under Issue 4(d). The remaining Class I 
issues are dealt with at this point. 

Milkshake and ice milk mixes contain¬ 
ing less than 20 percent total solids 
should be included in Class I. Such mixes 
containing a greater percentage of solids 
should be Class m products. 

Cooperatives proposed that milkshake 
mixes that “are not further processed 
in a commercial establishment” be in 
Class I. They proposed that all other 
milkshake mixes be in Class II. The 
national organizations of fluid milk and 
ice cream processors, on the other hand, 
asked that all milkshake mixes be in¬ 
cluded in the lowest classification. 

Milkshake and ice milk mixes are be¬ 
ing marketed generally through two 
channels. Limited quantities of such 
mixes are processed for home consump¬ 
tion, with such mixes being distributed 
to consumers through foodstores and 
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on home delivery routes. The major out¬ 
let for milkshake and ice milk mixes, 
though, is the so-called “soft-serve” 
trade. Mixes processed by regulated han¬ 
dlers for this use are sold to commercial 
establishments where the product is run 
through a special freezer and dispensed 
to the public in a semisoft form. 

Milkshake and ice milk mixes are ba¬ 
sically similar in composition and pur¬ 
pose to what might be considered as 
traditional frozen desserts, such as ice 
cream. Although such shake mixes are 
intended to be consumed in a semisoft 
form, or even in a very thick fluid form, 
they are being marketed for essentially 
the same use as the traditional frozen 
desserts. This is the case whether such 
mixes are sold through the “soft-serve” 
trade or for home use. With minor 
exception, as noted below, milk used in 
milkshake and ice milk mixes thus should 
be classified in the same class as milk 
used in the traditional frozen desserts. 
As discussed later in this decision, the 
classification plan adopted herein in¬ 
cludes frozen desserts in Class III. 

It is possible that a product very simi¬ 
lar in composition and form to choco¬ 
late milk could be marketed under the 
label of a milkshake mix for the purpose 
of having a lower classification apply to 
the product. Since such a product ac¬ 
tually would have the same general form 
and purpose as other fluid milk products 
now classified as Class I under these or¬ 
ders. it should be included in the Class I 
classification. It is necessary, though, to 
provide some means of distinguishing 
between such a product and the general 
category of milkshake mixes that are 
being sold in competition with frozen 
desserts. For this purpose, the total solids 
content of the product should be used. 
A standard of 20 percent or more total 
solids should encompass those milkshake 
and ice milk mixes intended for use as 
a type of frozen dessert. Mixes with less 
solids are similar in composition to 
chocolate milk and other flavored fluid 
milk products and should be a Class I 
product. 

As proposed by cooperatives and the 
national organizations of fluid milk and 
ice cream processors, no exception to the 
Class I classification of milk should be 
made for fluid milk products in sterilized 
form. The sterilization of fluid milk 
products does not change the form or 
purpose of such products. As in the case 
of the unsterilized fluid milk products 
which they resemble, such sterilized 
products are disposed of in fluid form for 
consumption as a beverage. They are gen¬ 
erally intended for use in place of their 
unsterilized counterparts and are thus 
competing for the same consumers. 

Returns to producers for milk disposed 
of in the form of fluid milk products 
should be he same whether such prod¬ 
ucts are sterilized or unsterilized. Such 
products in either form are being mar¬ 
keted for the same beverage use. Classify¬ 
ing all such products in Class I will as¬ 


sure that the returns from producer milk 
used in sterilized fluid milk products will 
contribute on the same basis as returns 
from producer milk used in unsterilizeci 
fluid milk products toward inducing an 
adequate supply of milk for beverage use. 

With the removal of any exception to 
the Class I classification of milk because 
of sterilization, specific reference must be 
made in the “fluid milk product” defini¬ 
tion to the exclusion of certain products 
that otherwise could be construed to fall 
within such definition. Such products are 
evaporated or condensed milk or skim 
milk, formulas in hermetically sealed 
glass or all-metal containers that are es¬ 
pecially prepared for infant feeding or 
dietary use, and products (such as fla¬ 
vored drinks in “pop” bottles) containing 
by weight less than 6.5 percent nonfat 
milk solids. These products, which are 
being sold in sterilized form, are now 
excluded from the Class I classification 
and, as proposed by cooperatives and 
handlers, such exclusion should be con¬ 
tinued, notwithstanding the fact that 
they are sold to the public in fluid form. 
Evaporated milk and condensed milk sold 
for home use are intended primarily for 
cooking purposes. They are not consumed 
normally as a beverage. Infant and die¬ 
tary formulas, which are being sold in 
hermetically sealed glass or all-metal 
containers, are specialized food products 
prepared for a limited use. Such formulas 
do not compete with other milk beverages 
consumed by the general public. Sim¬ 
ilarly, fluid products containing only a 
minimal amount of nonfat milk solids are 
not considered as being in the competitive 
sphere of the traditional milk beverages. 

Proponents recognized, however, that 
their proposed fluid milk product defini¬ 
tion would include some products not 
intended by them to be in Class I, and, 
at the same time, would exclude certain 
products that they wanted in this clas¬ 
sification. To overcome this problem, 
proponents stated that certain products 
should be listed by name, either as 
inclusions or exclusions, to assure that 
the fluid milk product definition would 
include those products, and only those 
products, warranting a Class I 
classification. 

Handlers took the position that the 
fluid milk product definition should con¬ 
tinue to list by name those products in¬ 
tended to be included in Class I. They 
believe that this procedure would re¬ 
sult in less confusion within the industry 
concerning the application of this defi¬ 
nition. Also, handlers were concerned 
that defining a fluid milk product on the 
basis of product composition would deter 
the development and marketing of new 
products. They contended that the pro¬ 
posed composition standards could em¬ 
brace a new product that was intended 
by the processor to be marketed in direct 
competition with products that would be 
included in Class II or Class III rather 
than in competition with Class I 
products. 
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The primary concern with any fluid 
milk product definition is that it clearly 
define the products or types of products 
that are intended to be included in the 
definition. The fluid milk product defi¬ 
nition adopted herein, which incorpo¬ 
rates both the listing of specified 
products and the use of composition 
percentages, should meet this require¬ 
ment. Incorporation of this definition 
in each of the 33 orders will provide a 
uniform basis for identifying those prod¬ 
ucts that are to be defined as ‘‘fluid milk 
products.” 

Fluid milk products should not be de¬ 
fined only on the basis of product com¬ 
position, as was proposed by cooperatives. 
Contending that the present fluid milk 
product definition in each order does 
not clearly identify those products that 
are intended to be classified as Class I 
products, cooperatives proposed that a 
fluid milk product be defined solely in 
terms of moisture and milk solids content 
of the product. As proposed by producers, 
a “fluid milk product” would be any 
product containing at least 6.5 percent 
but less than 27 percent nonfat milk 
solids, less than 9 percent butterfat, and 
more than 20 percent moisture, all com¬ 
puted on the basis of weight. 

In support of their proposal, propo¬ 
nents indicated that such a definition 
would result in a more uniform applica¬ 
tion among the 33 orders of the classifi¬ 
cation provisions. They contended that 
the listing of products under the current 
definitions does not accommodate the 
proper classification of new products or 
variations of the listed products when 
they are introduced on the market. Pro¬ 
ponents pointed out that as market ad¬ 
ministrators have had to make order 
interpretations in response to this situa¬ 
tion, variations in interpretation and 
classification have resulted among the 
markets. Adoption of the proposed defi¬ 
nition, it was contended, would eliminate 
such problems. Any product meeting the 
specified composition limits for a fluid 
milk product would be a fluid milk prod¬ 
uct regardless of the name under which 
the product might be marketed. 

For simplicity, the fluid milk product 
definition should continue to list the 
generic names of those products com¬ 
monly sold for consumption as beverages. 
The products listed in the adopted defi¬ 
nition encompass most of the forms in 
which milk for fluid uses is sold. Any¬ 
one referring to this fluid milk product 
definition may easily ascertain in the 
case of most milk products whether or 
not a particular product is included in 
the definition. 

A listing of products alone in the fluid 
milk product definition may not clearly 
indicate the classification of new milk 
products developed for fluid consump¬ 
tion. With certain limited exceptions 
noted, the fluid milk product definition 
is intended to include all milk products 
that are distributed for use as beverages. 
Although a new milk beverage introduced 
on the market might not be encompassed 
within the list of named products, it 
should be treated as a fluid milk product. 
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nevertheless, if its composition is similar 
to that of the listed products. This will 
be the result of the standards of product 
composition for fluid milk products 
herein adopted. 

As indicated, the adopted composition 
standards would embrace any fluid or 
frozen milk product not specified as a 
Class II or Class III product that con¬ 
tains by weight at least 80 percent water 
and 6.5 percent nonfat milk solids, and 
less than 9 percent butterfat and 20 per¬ 
cent total solids. The 9 percent butterfat 
standard coincides with the butterfat 
percentage adopted herein to delineate 
the mixtures of cream and milk or skim 
milk to be included in Class II. The total 
solids and water percentages represent 
a reasonable measure of the fluidity of 
those products that normally are con¬ 
sumed as beverages. The 6.5 percent non¬ 
fat milk solids standard is used to 
exclude from the fluid milk product defi¬ 
nition those products which contain some 
milk solids but which are not closely 
identified with the dairy industry, such 
as chocolate flavored drinks in “pop” 
bottles. 

These composition standards are 
chosen so as to conform as closely as 
possible to the water, solids and butter¬ 
fat content of those products specifically 
listed in the fluid milk product defini¬ 
tion, i.e., the traditional milk beverages. 
It is intended that these standards apply 
only to milk products, and only to such 
products that are being marketed for 
consumption in fluid form. Such stand¬ 
ards would not be applied to products 
such as soups, which are not customarily 
thought of as milk products, or to prod¬ 
ucts that would be a type of frozen des¬ 
sert marketed for consumption in frozen 
form. 

In determining whether or not a milk 
product is embraced by the composition 
standards of the fluid milk product defi¬ 
nition, such standards should be applied 
to the composition of the product in the 
finished form. A product may be modi¬ 
fied yb the addition of nonfat milk solids 
or concentrated through the removal of 
water. In these cases, the composition 
standards should be applied to the com¬ 
position of the product as it is marketed, 
and to the composition of the product on 
a skim equivalent basis. Application of 
the composition standards on the latter 
basis could result in defining as a fluid 
milk product a product clearly not in¬ 
tended as a milk beverage. For all other 
purposes under the order, however, the 
product should be accounted for on a 
skim equivalent basis. 

In applying the 6.5 percent nonfat 
milk solids standard, it is intended that 
this standard apply to such solids in any 
form except sodium caseinate. As set 
forth in the “filled milk” decision appli¬ 
cable to most of the 33 orders, sodium 
caseinate in any product is treated under 
the orders as a nonmilk ingredient* 


* Official notice is taken of the Assistant 
Secretary’s decision issued on October 13, 
1969 (34 F.R. 16881), with respect to the 
Memphis, Tenn., and certain other marketing 
areas. 
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There is no basis for changing this 
procedure. 

The use of composition standards as a 
means of defining fluid milk products 
should not deter the development of new 
milk products, as handlers contended. 
Should the Class I classification of a new 
product appear to be incongruous with 
the intended use of the product, the 
hearing process remains as an avenue 
through which a different classification 
may be considered. The use of composi¬ 
tion standards should result, however, in 
a more uniform classification among 
orders of new products developed for 
fluid consumption. 

3. Classification and pricing of milk 
not needed for Class I use. Two use 
classes, Class n and Class III, should be 
provided in each of the 33 orders for skim 
milk and butterfat utilized for other than 
Class I purposes. The Class II price 
should be the basic formula price 
(Minnesota - Wisconsin manufacturing 
milk price) for the month plus 20 cents. 
The price under each of the orders for 
Class III milk should be the basic for¬ 
mula price for the month. 

Class II milk should include skim milk 
and butterfat disposed of in the form of 
eggnog, yogurt or a “fluid cream prod¬ 
uct”, i.e., cream (other than plastic cream 
or frozen cream), sour cream, or a mix¬ 
ture (including a cultured mixture) of 
cream and milk or skim milk containing 
9 percent or more butterfat. Any product 
containing 6 percent or more nonmilk fat 
(or oil) that resembles any of these 
products likewise should be in this class. 
Also, eggnog, yogurt, and fluid cream 
products that are in inventory at the end 
of the month in packaged form should 
be in Class n. 

Included also in this classification 
should be skim milk and butterfat used to 
produce cottage cheese, lowfat cottage 
cheese, and dry curd cottage cheese. 
Skim milk disposed of in any Class n 
product that is modified by the addition 
of nonfat milk solids should be Class II 
milk only to the extent of the weight of 
the skim milk in an equal volume of an 
unmodified product of the same nature 
and butterfat content. 

Class III milk should include skim milk 
and butterfat used to produce cheese 
(other than cottage cheese, lowfat cot¬ 
tage cheese and dry curd cottage cheese), 
butter, plastic cream, frozen cream, 
anhydrous milkfat, any milk product in 
powdered form, milkshake and ice milk 
mixes (or bases) containing 20 percent 
or more total solids, frozen desserts, 
frozen dessert mixes, custards, puddings, 
pancake mixes, formulas especially pre¬ 
pared for infant feeding or dietary use 
that are packaged in hermetically sealed 
glass or all-metal containers, evaporated 
or condensed milk or skim milk in plain 
or sweetened form that is in a consumer- 
type package, any concentrated milk 
product in bulk, fluid form, and any prod¬ 
uct containing 6 percent or more non¬ 
milk fat (other than a Class n product). 
Any other product not otherwise desig¬ 
nated as a Class I or Class n product also 
should be included in Class HI. 
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Other Class in uses should include 
fluid milk products and bulk fluid cream 
products in inventory at the end of the 
month, and that portion of modified (by 
the addition of nonfat milk solids) fluid 
milk products and Class II products not 
included in Class I or Class II. Also, a 
Class m classification should apply to 
bulk fluid milk products and bulk fluid 
cream products disposed of to any com¬ 
mercial food processing establishment 
(other than a milk or filled milk plant) 
at which food products (other than milk 
products and filled milk) are processed 
and from which there is no disposition 
of fluid milk products or fluid cream 
products other than those received in 
consumer-type packages. In addition. 
Class in should include any fluid milk 
product or product listed in the Class n 
classification that is disposed of for ani¬ 
mal feed, or is dumped if the market ad¬ 
ministrator is notified of such dumping 
in advance and is given the opportunity 
to verify such disposition. Also, shrink¬ 
age within certain limits should be clas¬ 
sified as Class in milk. 

The present classification of milk used 
in the adopted Class n and Class in 
classifications is quite varied among the 
33 orders. Seven of the orders provide 
for three use classes while 26 have two 
classes of utilization. Under four of the 
three-class orders cottage cheese is clas¬ 
sified separately from all other uses. One 
order classifies cottage cheese and sales 
of milk to commercial food establish¬ 
ments in an intermediate class. Two 
orders have a separate use class for milk 
used in Cheddar cheese. Substantial vari¬ 
ation exists among the 33 orders in the 
classification of skim milk and butterfat 
in eggnog, yogurt, sour cream, milkshake 
mixes, and milk disposed of to com¬ 
mercial food establishments. The treat¬ 
ment of milk dumped, and milk in in¬ 
ventory at the end of the month, also 
differs under the several orders. 

There is now a variety of price for¬ 
mulas under the 33 orders for milk in 
other than Class I uses. Seventeen orders 
use the Minnesota-Wisconsin manufac¬ 
turing milk price. Pour orders use a com¬ 
bination of the Minnesota-Wisconsin 
price and a butter-nonfat dry milk for¬ 
mula price. Four orders use a combina¬ 
tion of a butter-nonfat dry milk formula 
price and a cheddar cheese formula 
price. Six orders use a butter-nonfat dry 
milk formula price, with four of these 
employing a seasonal adjustment. Two 
orders use the U.S. manufacturing milk 
price with a seasonal adjustment for 
milk used to produce butter, nonfat dry 
milk and cheddar cheese. This variety of 
price formulas can result in as many as 
11 different prices for milk put to 
similar uses. Also, four additional prices 
can result under the five orders that have 
an intermediate classification and price 
for milk used to produce cottage cheese. 

Cooperatives proposed that each of the 
33 orders provide for an intermediate 
classification (Class II) for skim milk 
and butterfat disposed of as cream, now 
a Class I use, and that used to produce 
several other products now in the low¬ 
est-priced class under most of the orders. 
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The proposed Class II uses would in¬ 
clude cottage cheese, frozen desserts, 
milkshake mixes for further processing 
in commercial establishments, eggnog, 
yogurt, evaporated or condensed milk or 
skim milk, dietary and infant formulas, 
custards, puddings, pancake mixes, any 
product with 6 percent or more nonmilk 
fat (or oil), and fluid milk products dis¬ 
posed of to commercial food processors. 
In addition, their new Class n also would 
include cream, mixtures of cream and 
milk or skim milk containing 9 percent 
or more butterfat, cream in plastic, 
frozen, aerated or sterilized form, sour 
cream, sour mixtures and anhydrous 
milkfat. 

Under the cooperatives’ proposal, the 
Class n price in 32 markets would be the 
Mimiesota-Wisconsin price plus 10 to 20 
cents (increasing generally from north 
to south). Eleven markets in the States 
of Minnesota, Iowa, North Dakota, South 
Dakota and Tennessee would have a price 
differential of plus 10 cents. The re¬ 
mainder of the 32 markets would have 
plus 15 cents, except for a plus 20 cents 
in the Corpus Christi and Rio Grande 
Valley markets. A cooperative in the 
Central Arizona market proposed that 
the present Class n price, which is 25 
cents over the Class m price, be retained 
in that market. 

The Class HI uses proposed by the co¬ 
operatives would include dried products, 
cheese (except cottage cheese), butter, 
condensed whey and buttermilk for ani¬ 
mal feed, duinpage, ending inventory, 
shrinkage, and the non-Class I portion 
of modified fluid milk products. 

The cooperatives’ Class HI pricing pro¬ 
posals varied by regions. Two coopera¬ 
tives operating primarily in the Upper 
Midwest proposed the adoption of a 
weighted butter-nonfat dry milk (55 per¬ 
cent) and cheese (45 percent) formula 
using “the product yield factors and 
make allowances used by the Department 
in its CCC Price Support Program.” 
While suggesting that such a pricing for¬ 
mula would be appropriate for all 33 
markets, they particularly urged its 
adoption for 11 upper mid western mar¬ 
kets. For five southern markets, the prin¬ 
cipal cooperative in such markets pro¬ 
posed the use of the Minnesota-Wiscon¬ 
sin price with minus adjustments for cer¬ 
tain markets, as follows: Chattanooga, 
5 cents; Mississippi and New Orleans, 10 
cents; and Georgia 15 cents. For 15 mar¬ 
kets in the Southwest, the principal co¬ 
operative there proposed that the Class 
III price be the higher of the Minnesota- 
Wisconsin price or the current price for 
the lowest ultilization in the respective 
order. Under its proposal, milk used in 
butter, nonfat dry milk and cheddar 
cheese would be priced, however, at the 
lower of the Minnesota-Wisconsin price 
or the current price for the lowest utili¬ 
zation in the respective order. The prin¬ 
cipal cooperative in the Central Arizona 
market proposed retention of the Class 
m price now applicable in that market, 
which is based on a butter-nonfat dry 
milk formula. 

In support of their proposed Class n 
and Class in use categories, the several 


cooperatives contended that there are 
significant differences in the competitive 
position of. and demand for, milk so 
used. They stated that handlers demand 
quality milk on a regular basis for the 
proposed Class n products, and that in 
the various markets alternative supplies 
of milk for such uses generally cannot 
be obtained for less than the Class II 
prices they propose for producer milk. 
Moreover, they claimed that products in 
such Class II uses should bear, along with 
fluid milk products, part of the cost 
necessary to attract an adequate market 
supply. With respect to the Class m 
classification, proponents stated that 
their proposed Class m products are the 
residual uses of milk associated with fluid 
markets. Consequently, the local produc¬ 
tion of such products is related to the 
amount of reserve or excess milk in the 
market. Such products, they claimed, can 
be stored for long periods and do not 
need to be made on a regular basis. 

Proponent cooperatives pointed out 
that the present Class I classification of 
cream and cream mixtures has placed 
these products in a poor competitive po¬ 
sition in the marketplace relative to non¬ 
dairy substitutes. By shifting these prod¬ 
ucts to a lower-priced class, proponents 
hope it will allow the industry to main¬ 
tain its present small share of the cream 
and dessert topping market and provide 
it a chance to perhaps recapture some 
of the market that it has lost. 

In support of their various Class ni 
pricing proposals, the cooperatives urged 
basically that such prices reflect the net 
value that can be obtained by coopera¬ 
tives handling reserve supplies. They 
claimed that such value should take into 
consideration (1) product values of but¬ 
ter, nonfat dry milk and cheese; (2) 
the cost of moving milk to available out¬ 
lets; and (3) the burden of “balancing” 
the fluid milk supply in each market. 

With respect to certain southern mar¬ 
kets, it was contended that the net value 
that can be obtained for reserve milk 
supplies tends to differ from market to 
market depending upon surplus disposal 
conditions that prevail in each market. 
The principal variable factor mentioned 
was the cost incurred in transporting re¬ 
serve supplies to available processing 
plants. For example, there are no plants 
processing hard cheese, butter or nonfat 
dry milk in Georgia. Consequently, the 
principal cooperative in the area trans¬ 
ports much of the reserve milk supply 
associated with the Georgia market to 
manufacturing plants located in Ten¬ 
nessee. The amounts so transported have 
ranged from one to 11 million pounds per 
month. The cooperative stated that for 
the 12 months ending with August 1971, 
it netted an average of 37.6 cents per 
hundredweight less than the Georgia or¬ 
der Class n price on such shipments 
because of the cost of hauling the milk. 

Extra transportation costs are incurred 
also by the cooperative with respect to its 
disposition of reserve milk supplies in the 
Mississippi and New Orleans markets. In 
the Nashville market, on the other hand, 
the same cooperative realized an average 
of 9.7 cents over the Nashville Class n 
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price for the milk it moved to nonpool 
plants for manufacturing use during the 
12 months ending with August 1971. For 
the Chattanooga market, the cooperative 
realized slightly less than the Class II 
price for milk moved to nonpool plants. 

Another condition which the coopera¬ 
tive contended has influenced the returns 
it is able to realize on reserve milk sup¬ 
plies is that the quantity of such milk 
to be processed varies both seasonally 
and on certain days of the week. During 
the month of September, the reserve m ilk 
supply handled by the cooperative is at 
its lowest level. In September 1970, for 
example, the cooperative processed less 
than 500,000 pounds of milk at each of 
its major butter-nonfat dry milk process¬ 
ing plants (Lewisburg, Tenn., and Frank- 
linton, La.). The following April, it 
processed 23.9 and 5.8 million pounds of 
milk, respectively, at such plants. 

Reserve milk supplies increase on Sun¬ 
days compared to other days because bot¬ 
tling plants in the markets served by the 
cooperative usually process milk only 5 
or, at the most, 6 days a week. The needs 
of bottling plants are highest on Thurs¬ 
days since sales of packaged milk tend to 
be higher on Thursday and Friday than 
on other days of the week. 

Because of these circumstances, this 
cooperative proposed that the Class HI 
prices adopted for the four southeastern 
markets of Georgia, Mississippi, New 
Orleans and Chattanooga be fixed from 
5 to 15 cents under the Minnesota- 
Wisconsin price. This was proposed to 
enable the cooperative to absorb the costs 
of transporting reserve milk supplies to 
manufacturing plants and of maintain¬ 
ing unused capacity in its manufactur¬ 
ing plants during the seasonally short 
production months and on peak bottling 
days. 

The principal cooperative in the south¬ 
western markets proposed that the cur¬ 
rent provisions for pricing market surplus 
be maintained in the several orders 
throughout that region since such provi¬ 
sions tend to recognize individual market 
problems of surplus disposal. The prob¬ 
lems mentioned by the witnesses for the 
cooperative are (1) uneven surplus milk 
volumes to be disposed of, and (2) costs 
of transporting milk to plants for manu¬ 
facturing use. They stated that each 
market differs as to the volume of day- 
to-day. weekend, holiday, and seasonal 
surplus to be processed, which tends to 
result in variations in supply balancing 
costs among markets. Also, the surplus 
in each market is situated at varying dis¬ 
tances from available processing plants. 
In Texas, for example, most of the manu¬ 
facturing use outlets are situated in the 
northern part of the State at Muenster, 
Sulphur Springs and Rusk. While the 
cooperative operates a small Cheddar 
cheese plant at San Antonio, Tex., at 
times the San Antonio surplus cannot be 
processed there and is transported over 
300 miles to Muenster or Sulphur Springs. 
During the Christmas holiday weekend 
in 1970, the cooperative moved 75 tank 
truck loads of surplus milk out of Texas 
to plants as far north as Iowa for manu¬ 
facturing. 
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Two regional cooperatives operating 
primarily in the Upper Midwest urged 
that a uniform Class HI price formula be 
used for all 33 markets. They contended 
that Class HI products, such as hard 
cheese, butter and nonfat dry milk, com¬ 
pete in a nationwide market and there¬ 
fore the price of producer milk used to 
produce such products should be the 
same under each of the orders. 

In support of their proposed butter- 
nonfat dry milk-cheese product price 
formula, these cooperatives pointed out 
that about half of the manufacturing 
grade milk in Minnesota and Wisconsin 
is now handled by as few as three co¬ 
operative associations. They contended 
that, because of this, cooperatives are in 
a position to influence the level of prices 
paid for such milk and, in turn, influence 
the level of the order prices based on the 
Minnesota-Wisconsin price. Any upward 
swing in prices, they indicated, could be 
detrimental to the processors of butter 
and nonfat dry milk. 

Proponents also stated that there have 
been periods of time when the open mar¬ 
ket cheese prices have increased relative 
to prices of butter and nonfat dry milk. 
When this has resulted in higher pay 
prices at cheese plants, butter-powder 
plants also have tended to pay higher 
prices to hold their milk supplies in com¬ 
petition with cheese plants. Proponents 
argued that such higher pay prices at 
butter-powder plants should not be re¬ 
flected in Federal order surplus prices 
when the market values of butter and 
powder are not increased also. They con¬ 
tended that the order price should re¬ 
flect changes in the market value of 
manufactured products to provide han¬ 
dlers a fixed processing margin on the 
butter and nonfat dry milk they process. 

The national trade associations of 
fluid milk and ice cream processors did 
not take a position at the hearing on 
whether there should be two or three 
classes of utilization. It is their position 
that under a three-class system the only 
products that should be included in Class 
H are yogurt, eggnog, cottage cheese, 
cream and any mixtures of cream and 
milk or skim milk containing 9 percent 
or more butterfat. While the associations 
did not endorse a three-class system, 
they proposed that under such a plan 
the difference between the Class H and 
Class IH prices be not more than 10 
cents. 

Certain individual handlers, particu¬ 
larly those operating plants in more than 
one market, testified that because of 
intermarket competition each order 
should provide for the same classifica¬ 
tion and pricing scheme. One such han¬ 
dler testified further that the Class IH 
price should be the lower of the Minne¬ 
sota-Wisconsin price or a butter-powder 
formula price (Chicago butter price times 
4.2, plus nonfat dry milk price times 8.2, 
less 48 cents). Another urged adoption of 
the dairy price support level as the Class 
HI price. A third handler proposed the 
use of the announced price support, ad¬ 
justed to a 3.5 percent butterfat basis by 
a differential factor of the Chicago butter 
price multiplied by 0.12, and further ad¬ 
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justed by plus 15 cents during the period 
September through March. 

Proponents of using the dairy price 
support level as the Class HI price urged 
that such price be adopted to provide a 
more stable price by avoiding the month 
to month changes that tend to occur 
in the Minnesota-Wisconsin price. Pro¬ 
ponents pointed out that basing the 
Class HI price on the price support level, 
which is announced for each marketing 
year (April-March), would result in han¬ 
dlers knowing the minimum price before 
the milk is received. The Minnesota- 
Wisconsin price is announced about 5 
days after the end of each month. 

Class III. As stated at the outset, two 
classes of utilization should be provided 
under each order for milk not needed 
for Class I use. Before discussing the 
basis for establishing an intermediate 
price class, consideration should be given 
to the Class III price issue since the level 
of such price bears on what the Class H 
price should be. 

Basically, there are two questions to be 
resolved concerning the Class IH price 
issue: (1) Should the Class HI price be 
uniform among the 33 markets, and (2) 
what is the appropriate pricing mecha¬ 
nism for determining the Class III price 
in each market? 

The very purpose of the classification 
proposals considered at this hearing 
strongly supports the same Class HI price 
under each order. The essence of the pro¬ 
posals by producers and handlers alike 
was that a particular product should be 
classified in each market in the same 
class. Although the various witnesses 
vrere not in agreement on the classifica¬ 
tion scheme that should be adopted, the 
common purpose of their proposals was 
the resolution of the many differences 
among the 33 orders in the classification 
of milk. It was the general consensus that 
with the burgeoning interraarket sales 
of various milk products over increas¬ 
ingly wider areas, these differences in 
classification are causing undue com¬ 
petitive inequities among handlers in 
various markets seeking the same out¬ 
lets for milk. 

Any attempt to resolve these competi¬ 
tive inequities through the adoption of 
a uniform classification plan cannot be 
divorced from consideration of the prices 
that would be applicable to each class. 
The classification of milk does nothing 
more than determine what uses of milk 
will be subject to different levels of price. 
The equity benefits to handlers of using 
the same classification plan in all mar¬ 
kets can be fully realized only if the price 
for each class is uniform (except for ap¬ 
propriate location adjustments) in all 
markets. The use of several different 
Class IH price formulas in these markets 
would nullify much of the intended ef¬ 
fectiveness of classifying a particular 
product in the same class in each market. 

Certain cooperatives urged that the 
Class III price of a market reflect the 
supply “balancing’* costs of individual 
cooperatives. This could lead only to a 
proliferation of different Class IH prices 
rather than a reduction or elimination 
of price differences in these markets. In 
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balancing milk supplies for the fluid 
market, a cooperative incurs various 
costs. The extent of these costs is de¬ 
pendent on many factors, including the 
cooperative’s share of the market, the 
location and availability of surplus 
disposal outlets, whether it operates a 
manufacturing plant, and policies and 
practices of the organization and its 
management. If such costs were to be a 
main consideration in establishing the 
Class III price for an individual market, 
such price would need to vary greatly 
among markets since the supply balanc¬ 
ing situation differs from market to 
market. 

The costs of supply balancing services 
performed by a cooperative should be 
reflected as a service charge to the 
handlers who receive the benefit of the 
service. A cooperative’s cost of supply 
balancing service varies among handlers 
according to each handler’s procurement 
practices. A handler that regularly ac¬ 
cepts the full production of a given num¬ 
ber of producer-member's of the coopera¬ 
tive incurs the costs of balancing his own 
supply. On the other hand, a handler 
that limits his purchases of milk from a 
cooperative to 5 days a week, for example, 
to match his daily bottling schedule 
shifts the burden of balancing his milk 
supply to the cooperative. Most supply 
balancing costs are attributable to the 
variation between the quantity of milk 
produced and the demand for milk for 
Class I use. Since the balancing costs are 
incurred in serving the Class I market, 
the incidence of the costs should fall on 
such use of milk. This connection be¬ 
tween these services and the Class I de¬ 
mand is recognized in many of these 
markets through the assessment by co¬ 
operatives of a service charge on their 
milk delivered to handlers for Class I use. 

For these reasons, a uniform Class III 
price should prevail under each of the 33 
orders. 

What is the appropriate pricing mech¬ 
anism for determining the Class III price 
in each market? 

It is the returns from all classes of 
milk, of course, that provide fanners the 
incentive to produce the needed milk sup¬ 
plies. Consequently, to the extent that the 
price for reserve milk in a market con¬ 
tributes less than its full market value to 
producers’ returns, the Class I price must 
be higher than otherwise necessary to 
make up the difference. It is therefore in 
the public interest that the reserve milk 
supplies be priced at the highest prac¬ 
ticable level consistent with orderly dis¬ 
posal of the milk. 

In the highly competitive dairy in¬ 
dustry, processors of ungraded milk buy¬ 
ing in competition purchase milk from 
farmers at prices commensurate with the 
ability of the more efficient processors to 
pay for a supply. As shifts in the relation¬ 
ship between finished product prices take 
place, one group of processors may be 
able to pay higher prices than another 
for raw milk. Other processors must meet, 
or nearly so, these prices or risk the loss 
of their milk supplies. If a dairy concern 
in the unregulated manufactured prod¬ 
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ucts market fails to make the necessary 
adjustments to meet procurement com¬ 
petition, it will, in time, be forced out of 
business. This is a normal business risk 
in the unregulated competitive .market. 

Since excess market supplies normally 
must be channeled into manufacturing 
uses, such milk should be priced competi¬ 
tively with manufacturing grade milk. 
Plants regulated under an order compete 
not only with other regulated plants but 
also with unregulated plants for the sale 
of cheese, butter, and nonfat dry milk. 
If the Class in price were based primar¬ 
ily upon the market price of certain man¬ 
ufactured products (e.g., butter and non¬ 
fat dry milk) minus a specified processing 
allowance, handlers under the order 
would be assured, regardless of current 
values of producer milk competitively 
procured for the several manufactured 
product uses in Class HI, of a predeter¬ 
mined operating margin. The unregu¬ 
lated processors of manufacturing grade 
milk, on the other hand, must pay what¬ 
ever price to dairy fanners is required 
to maintain milk supplies, which is de¬ 
termined from competition with other 
processors. 

If there is a significant decrease in the 
price of a particular product, and of that 
product only, manufacturers of that 
product, buying in competition with 
manufacturers of other products, are not 
necessarily able to effectuate an imme¬ 
diate offsetting adjustment in their pay 
prices to farmers. When surplus prices 
under the order are based on product 
prices, however, handlers have the bene¬ 
fit of an offsetting adjustment auto¬ 
matically reflected in the price they pay 
for the milk used in these products. They 
are protected in procurement competi¬ 
tion by being able to pay the blended 
price to producers. Hiis is an advantage 
not available to manufacturers purchas¬ 
ing unregulated milk. Unless regulated 
handlers are to have a competitive ad¬ 
vantage, or disadvantage, in the manu¬ 
factured milk product market relative to 
unregulated plant operators, it is desir¬ 
able to maintain under the milk orders 
a close alinement of the Class HI prices 
with the farm prices paid by unregulated 
plants In the manufacturing milk 
industry. 

The Minnesota-Wisconsin price, as a 
competitive pay price for about half of 
the manufacturing grade milk in the 
United States, reflects the value of milk 
for those products being disposed of in 
a national market. It is an average of 
prices being paid by processors who are 
meeting the competitive test of the un¬ 
regulated marketplace. Use of the 
Minnesota-Wisconsin pay price series 
not only maintains a reasonably con¬ 
sistent basis of pricing surplus milk 
among the regulated markets but also 
achieves price parity between regulated 
and unregulated plants engaged in a 
similar enterprise since it provides the 
regulated manufacturer essentially the 
same margin for processing as is experi¬ 
enced in the unregulated market. As 
noted, such price is now the surplus price 
determinant under 17 of the 33 orders 


and is the principal basis for determining 
surplus prices under four additional 
orders. It is therefore concluded that the 
Minnesota-Wisconsin price should be the 
minimum price under each order for 
reserve supplies of producer milk. 

Class II. Certain uses of producer milk 
not needed for Class I purposes should 
be priced higher than the Minnesota- 
Wisconsin price. These uses, to be in¬ 
cluded in the Class n classification, were 
set forth at the beginning of this dis¬ 
cussion on pricing surplus milk. The 
Class II price differential under the 
orders should be 20 cents over the 
Minnesota-Wisconsin price. 

Of the products adopted herein for 
inclusion in Class n, the one of principal 
importance is cottage cheese. In 1970, 
about 850 million pounds of the skim 
milk and butterfat utilized by pool han¬ 
dlers under the 33 orders was used to 
produce cottage cheese. Cottage cheese 
production accounted for 83 percent of 
the milk used that year in the proposed 
Class II products. About 15 percent of 
the milk not needed for Class I use under 
the 33 orders in 1970 was utilized in 
cottage cheese production. For this dis¬ 
cussion the term “cottage cheese” en¬ 
compasses cottage cheese (i.e., creamed 
cottage cheese), lowfat cottage cheese, 
and dry curd cottage cheese. 

Five of the 33 orders under considera¬ 
tion now provide a higher price for milk 
used in cottage cheese than the price 
provided for milk used in butter, nonfat 
dry milk or Cheddar cheese. There are 
several distinguishing characteristics of 
cottage cheese production that support 
a higher price for milk in this use than 
for milk channeled into the residual sur¬ 
plus uses. There is little, if any, relation¬ 
ship between the quantity of cottage 
cheese made and the amount of reserve 
milk in a market, as Is the case with 
respect to butter and nonfat dry milk, 
for instance. Unlike such other manu¬ 
factured products, cottage cheese has a 
more limited storage life and must be 
processed on a regular basis. Thus, as in 
the case of fluid milk products, handlers 
normally want adequate supplies of fresh, 
high-quality producer milk to be made 
available at their plants at all times for 
cottage cheese use. 

Although some cottage cheese is made 
In specialized country plants, as the eco¬ 
nomics of location would suggest, cottage 
cheese production is commonly an in¬ 
tegral part of the processing operations 
of fluid milk distributing plants. Such 
plants are usually located in or near the 
populated centers of the market. This 
entails a greater hauling expense for pro¬ 
ducers than when the reserve milk is 
processed in the production area, as is 
generally the case with respect to butter, 
nonfat dry milk, and hard cheese 
manufacture. 

The adopted Class n price (the Min¬ 
nesota-Wisconsin price plus 20 cents) is 
a reflection of at least the minimum addi¬ 
tional value which producer milk used in 
cottage cheese has to regulated handlers. 
Although local producers represent the 
regular source of milk for cottage cheese 
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production, a handler may choose to 
use milk from some other source for this 
purpose. Such milk could not be ob¬ 
tained on a regular basis, however, at less 
than the cost of producer milk under the 
adopted pricing scheme. 

Rather than produce his own cottage 
cheese, a handler might choose to pur¬ 
chase the finished product from some 
other Federal order market where a 
lower price applies to milk for cottage 
cheese. There is no indication, however, 
that under the adopted pricing such a 
handler could materially enhance his 
•competitive position relative to han¬ 
dlers using producer milk. The cost of 
transporting cottage cheese, a somewhat 
bulky and perishable item, from distant 
areas to outlets in the 33 markets would 
generally negate any seeming price ad¬ 
vantage attributable to differences in ap¬ 
plicable order prices. 

Milk used in yogurt should be priced 
at the Class n price level. Yogurt is a 
soft, nonfluid, “spoonable” product. It 
is not a beverage as are other products 
defined herein as fluid milk products. 

Yogurt has some of the marketing 
characteristics of cottage cheese, al¬ 
though, unlike cottage cheese, very lim¬ 
ited quantities of yogurt are made from 
milk priced under the 33 orders. In 
1970, 14 million pounds, or 1.4 percent 
of the skim milk and butterfat in the 
adopted Class n uses, were utilized in 
yogurt production in the 33 markets. To 
the extent of this limited production, 
however, processors generally use regular 
supplies of inspected milk. Although yo¬ 
gurt can be made from cream and nonfat 
dry milk, processors prefer milk. Since 
yogurt has a relatively limited shelf life, 
it is made on a continuing basis, thus 
requiring a regular supply of milk at all 
times. As in the case of cottage cheese, 
these conditions warrant that producer 
milk in yogurt be priced at a level above 
the price for milk disposed of through 
the traditional residual uses for surplus 
milk. 

Class n should not include yogurt fla¬ 
vored frozen desserts. Frozen desserts 
containing milk cultured with the lactic 
acid producing bacteria used in yogurt 
are being marketed in such forms as 
sherbet, mix for the “soft-serve'* trade, 
yogurt cones, and chocolate covered 
frozen yogurt on a stick. These products 
compete with other frozen desserts and 
thus should be classified in the same 
Class m classification adopted herein 
for such other frozen desserts. 

Classifying the several types of cream 
items, some of which are now in Class I 
while others are in Class n or Class III, 
in Class n will accommodate proponents' 
desire for a lower price for milk used in 
cream products and at the same time 
price at the same level a variety of prod¬ 
ucts that compete with each other. Half 
and half, whether sterilized or un¬ 
sterilized, and light cream are used prin¬ 
cipally by consumers in coffee. Aerated 
cream and sterilized and unsterilized 
whipping cream are used as dessert top¬ 
pings. Both graded and ungraded sour 
cream and sour mixtures are used by 
consumers for similar purposes. Like 
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classification for these cream products 
will result in uniform pricing to han¬ 
dlers for milk used in products compet¬ 
ing in the same trade channels for 
essentially similar uses. 

Although the present Class I cream 
products sold in these markets must be 
made from inspected milk, which is 
delivered regularly by producers to dis¬ 
tributing plants, there was general 
agreement by producers and handlers 
that milk sold in the form of such prod¬ 
ucts should no longer be subject to the 
Class I price. Relative to the total Class I 
sales of producer milk in these markets, 
cream products represent only 1.5 per¬ 
cent of the present Class I market. Thus, 
this classification change will have rela¬ 
tively little effect in total on the returns 
to producers. 

In connection with the reclassification 
of cream products, it is desirable to 
define a new term—“fluid cream prod¬ 
uct.” “Fluid cream product” would mean 
cream (other than plastic cream or 
frozen cream), sour cream, or a mixture 
(including a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

With the reclassification of cream, 
movements of cream to or from a plant 
no longer should be considered in deter¬ 
mining whether a plant meets the pool¬ 
ing requirements of the order. 

Class n milk should include eggnog. 
Although eggnog is prepared for use as 
a beverage and is now a Class I use in 
10 of the 33 markets, proponent coopera¬ 
tives contended it should not be a Class I 
product because of competition from 
imitation products. Eggnog has a rela¬ 
tively high butterfat content and the 
limited sales of the product are highly 
seasonal. In 1970, only 12.6 million 
pounds of eggnog, with an average 
butterfat content of 7 percent, were dis¬ 
posed of by pool handlers under the 33 
orders. An estimated 40 percent of the 
marketings of this type of product is in 
the form of imitation eggnog. Classifica¬ 
tion of eggnog in Class II rather than 
Class I will materially enhance the com¬ 
petitive position of the product in the 
marketplace. 

Most of the orders now provide that 
any “filled” product containing 6 percent 
or more nonmilk fat (or oil) shall be in 
the surplus price class. With the estab¬ 
lishment of an intermediate price class 
under each of the 33 orders, it is appro¬ 
priate that any such filled products that 
resemble the proposed Class n products 
made with milk fat likewise be included 
in this class. The substitution of nonmilk 
fat for milk fat in a product merely 
changes the composition of the product 
and not its use. For competitive reasons, 
a comparable classification of products 
made with milk fat and their filled 
counterparts is necessary. 

Certain other milk uses now in the low¬ 
est price class should not be included in 
Class n as cooperatives proposed. Frozen 
desserts (including commercial milk¬ 
shake and ice milk mixes), dietary and 
infant formulas, custards, puddings, pan¬ 
cake mixes, candy, soups, and other food 
products are made in varying degrees 
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from concentrated forms of milk. Con¬ 
densed milk or skim milk, nonfat dry 
milk, dry buttermilk, dry whey, butter, 
plastic cream or frozen cream, for 
example, may be used, often interchange¬ 
ably or in combination, in the process¬ 
ing of such products. Because of 
processing techniques and product for¬ 
mulations, milk in its whole, fluid form 
does not lend itself to the processing of 
these various manufactured products. 
Thus, a milk plant operator or other food 
processor using producer milk in such 
products first would have to concentrate 
the milk before making the finished 
product. Moreover, such products are 
relatively storable and can be made in 
the flush milk production months for sale 
during the low production months. 

When the cost of converting producer 
milk into a concentrated “intermediate” 
product is considered, such milk priced 
20 cents over the Minnesota-Wisconsin 
price would not be competitive with con¬ 
centrated dairy products from other 
sources. Such concentrated products, 
which need not be made from inspected 
milk for many uses, are obtainable from 
unregulated plants where no more than 
the Minnesota-Wisconsin price has been 
paid for milk. In addition, handlers 
could use dried products made from pro¬ 
ducer milk priced under one of the sub¬ 
ject orders. As adopted herein, milk used 
in dried products would be priced at the 
Minnesota-Wisconsin price. 

Condensed milk or skim milk, plastic 
cream, frozen cream, and anhydrous milk 
fat are “intermediate” products that also 
should be included in the lowest classi¬ 
fication. These products are normally 
used in making other products, pri¬ 
marily frozen desserts and food products 
such as candy. Under the classification 
adopted herein, frozen desserts and food 
products are Class III uses for milk. Ac¬ 
cordingly, producer milk used in the sev¬ 
eral intermediate products likewise 
should be priced at the Class m level. 

A Class HI classification for producer 
milk used in evaporated milk will permit 
this use to remain as a competitive out¬ 
let for milk surplus to the needs of the 
Class I market. Evaporated milk made 
from milk regulated under these orders 
must compete in a national market with 
evaporated milk processed from other 
graded or ungraded milk that is often 
priced at no more than the Minnesota- 
Wisconsin price. Comparable pricing 
should prevail under these 33 orders. 

Although cooperatives proposed Class 
n price differentials of 10. 15, 20, and 25 
cents, the Class II differential for each 
market should be 20 cents. The distribu¬ 
tion of the adopted Class II products from 
a single plant often extends over a broad 
region encompassing several Federal 
order marketing areas. For example, 
yogurt produced at a plant in Kansas 
is distributed in Kansas, Missouri. Texas. 
Oklahoma, Colorado, Arkansas, Ne¬ 
braska, Iowa. North Dakota, South Da¬ 
kota, Minnesota, Wisconsin, Illinois. 
Michigan, Wyoming, and Indiana. There 
also are extensive intermarket sales of 
cottage cheese and cream products. Be¬ 
cause of this interm&rket competition. 
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a uniform Class II price differential 
should be provided in these orders to 
complement the uniform classification 
provisions. A price differential of 20 
cents is a reflection of at least the mini¬ 
mum additional value that producer milk 
used in the adopted Class n products has 
to regulated handlers. 

In proposing a generally uniform clas¬ 
sification plan for the 33 markets, co¬ 
operatives emphasized that any new plan 
adopted should not result in lower total 
returns to producers. Handlers, on the 
other hand, stressed that their total cost 
of milk should not be increased. 

Providing for classification and pricing 
provisions that are generally uniform 
among the various markets cannot nec¬ 
essarily encompass at the same time the 
maintenance of precisely the same value 
of producer milk in each market. With 
the many classification and pricing dif¬ 
ferences that now exist among the 33 
orders, resolution of these differences 
through a uniform classification and 
pricing plan would be expected to have 
some effect on the value of producer milk 
in individual markets. While the provi¬ 
sions adopted in this decision are not 
designed to change the value of pro¬ 
ducer milk in the aggregate, their effect 
on producer returns or handlers* costs in 
an individual market cannot be con¬ 
trolling in deciding on the matter of 
classification and pricing here under 
consideration. 

4. Miscellaneous classification and ac¬ 
counting changes. The following findings 
and conclusions relate to certain miscel¬ 
laneous classification proposals by han¬ 
dlers and producers and to some of the 
order changes that are necessary to im¬ 
plement the revised classification plan 
adopted herein for each of the 33 subject 
orders. 

(a) Other source milk definition. A 
common other source milk definition 
should be adopted for each order. 

Because of the revised classification 
plan, certain changes in the present 
other source milk definition of each order 
are necessary. This definition would con¬ 
tinue to serve, however, the present func¬ 
tion of implementing the identification 
of various categories of receipts at a 
regulated plant. 

At present, fluid milk products from 
any source other than producers, coop¬ 
eratives acting as a handler for farm 
bulk tank milk, pool plants, and plant 
inventory at the beginning of the month 
ore considered as other source milk.* 
Under the revised classification plan, 
however, cream no longer would be de- 


a The terms “pool plant** and "nonpool 
plant” will be used occasionally throughout 
this decision. Most of the 33 orders define 
such terms for the purpose of distinguishing 
between those plants that are fully regulated 
under the order and those plants that are 
not so regulated. In some orders, the terms 
"fluid milk plant” and "nonfluid mUk plant”, 
or “approved plant” and "unapproved plant**, 
ore used for the same purpose. When refer¬ 
ence is made in this decision to a "pool plant** 
or a "nonpool plant’*, it is intended (unless 
noted otherwise) that the reference apply 
correspondingly to the other types of plants. 
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fined as a fluid milk product. To facili¬ 
tate the application of other provisions 
of each order, it is desirable, neverthe¬ 
less, that fluid cream products, when in 
bulk form, continue to be treated in the 
same manner as fluid milk products for 
purposes of applying the other source 
milk definition. 

Other source milk should include any 
receipts in packaged form of fluid cream 
products, eggnog or yogurt (or any filled 
product resembling such products). 
These are Class n products under the 
revised classification plan. 

Producers and handlers proposed that 
Class n products received at a pool plant 
in packaged form and then disposed of 
from the plant without further process¬ 
ing be treated as “pass-through” prod¬ 
ucts. Under this treatment such “pass¬ 
through” products would not be consid¬ 
ered as other source milk and would not 
be subject to the allocation and pricing 
provisions of the order. 

Although no handler obligation would 
apply under the provisions adopted here¬ 
in to these receipts of packaged Class U 
products, it is desirable for accounting 
purposes that such receipts be defined 
as other source milk. This accounting 
procedure will preclude the recordkeep¬ 
ing difficulties that might otherwise be 
experienced in accounting separately for 
inventories and sales of Class II products 
processed in the handler’s plant versus 
those received at the plant in packaged 
form from other plants. As provided 
herein, such receipts of other source milk 
would be allocated directly to the han¬ 
dler’s Class II utilization, rather than 
being allocated to the extent possible to 
the handler’s lowest utilization as is 
provided in some cases for other types 
of other source milk. 

The orders now provide that manufac¬ 
tured products from any source that are 
reprocessed, converted into, or combined 
with another product in the plant shall 
be considered as other source milk. For 
accounting purposes under the order, 
such manufactured products should in¬ 
clude dry curd cottage cheese received 
at a pool plant to which cream is added 
before distribution to consumers. When 
used to produce cottage cheese or lowfat 
cottage cheese, the receipts of dry curd 
would be allocated under the adopted 
provisions directly to the handler’s Class 
II utilization. No handler obligation 
would apply under the order to such 
receipts. 

Other source milk should include any 
disappearance of manufactured milk 
products for which the handler fails to 
establish a disposition. Fifteen of the 33 
orders now have a provision concerning 
the unaccounted for disappearance of 
such products. The other 18 orders do 
not specify such disappearance as other 
source milk. 

It is reasonable that each handler be 
required to account fully for all milk and 
milk products received or processed at 
his plant. Otherwise, a handler with 
inadequate records may have an oppor¬ 
tunity to gain a competitive advantage 
over his competitors who properly ac¬ 
count for all milk. Specifying any un¬ 


explained disappearance of manufac¬ 
tured milk products as other source milk 
will contribute to a uniform application 
of the regulatory plan to all handlers. 

(b) Accounting for nonfat milk solids 
added to milk and milk products. Except 
for two orders, no change should be made 
in the present method of classifying the 
skim milk equivalent of nonfat milk 
solids added to a fluid milk product. 

Currently, all but two of the orders 
under consideration provide that a mod¬ 
ified fluid milk product shall be classi¬ 
fied as Class I in the amount of the 
weight of an equal volume of an un¬ 
modified product of the same nature and 
butterfat content. The remaining skim 
milk equivalent of the nonfat milk solids 
in such product is classified in the lowest 
class. 

The Neosho Valley and Fort Smith or¬ 
ders presently do not set forth a specific 
procedure for accounting for nonfat 
milk solids added to milk and milk prod¬ 
ucts. As proposed by producers, such or¬ 
ders should be made uniform in this re¬ 
spect with the other orders under con¬ 
sideration. 

Cooperatives proposed that the amount 
of a modified fluid milk product that is 
classified as Class I milk be the actual 
weight of the modified product rather 
than the weight of a like unmodified 
product. Proponents stated that the use 
of the weight of the modified product 
would accommodate some of the tech¬ 
nical problems of laboratory analysis 
when this procedure is used in verifying 
the amount of nonfat milk solids added 
to natural milk or skim milk. They in¬ 
dicated that since the results of labora¬ 
tory tests are expressed as a percentage 
of the weight of the product being tested, 
using the actual product weight factor 
would simplify the accurate accounta¬ 
bility of modified products. 

There was no showing of the extent 
to which laboratory analysis of modified 
products is used in verification by market 
administrators in these markets. Also, 
there is no indication that modified prod¬ 
ucts are not being accounted for in an 
accurate manner. Thus, it is not clear 
from this record that the proposed pro¬ 
cedure is necessary for more accurate 
product accounting or that it would re¬ 
sult in any net saving in administrative 
cost. 

Proponents did not attempt to dem¬ 
onstrate any economic basis for making 
the slightly greater charge for nonfat 
milk solids used to modify fluid milk 
products that would result from their 
proposal. Their proposed procedure 
would increase slightly the quantity of a 
modified product priced in Class I. A 
gallon of modified skim milk containing 
11 percent nonfat milk solids, for ex¬ 
ample, would be classified In Class I on 
an 8.7 pounds weight factor as compared 
to the present basis of an 8.63 pounds 
weight factor. 

The present method of classifying 
modified fluid milk products increases 
total Class I sales only to the extent of 
the volume of the unmodified product 
that the added nonfat milk solids re¬ 
places. In the absence of evidence that 
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the present procedure is inappropriate, 
it should be continued. The present pro¬ 
cedure is used under Federal orders gen¬ 
erally and. therefore, carries out the 
objective of uniformity in this respect. 

Handlers may add nonfat milk solids 
to several of the proposed Class n prod¬ 
ucts, such as half and half and light 
cream. The method of accounting for 
modified fluid milk products should apply 
in like manner to these modified Class 
n products. Since these cream products 
are now defined as fluid milk products, 
this accounting procedure already applies 
under all but two of the orders. Accord¬ 
ingly, if eggnog, yogurt, or any fluid 
cream product is modified by the addi¬ 
tion of nonfat milk solids, such product 
would be classified as Class II in the 
amount of the weight of an equal volume 
of an unmodified product of the same 
nature and butterfat content. The re¬ 
maining skim milk equivalent of the 
nonfat milk solids in such product would 
be classified in Class III. 

(c) Classification of milk transferred 
or diverted to other plants . Certain 
changes should be made hi the provisions 
of each order that prescribe the classifi¬ 
cation of fluid milk products that are 
transferred or diverted from a pool plant 
to another plant. Several of the changes 
become necessary with the adoption of 
three classes of utilization in place of the 
present two classes. Other changes are 
appropriate for purposes of uniformity 
among orders and clarity in the classifi¬ 
cation of milk. 

Under the adopted classification plan, 
fluid cream products would be classified 
as Class n products. If such products are 
transferred to another plant in packaged 
form, the skim milk and butterfat con¬ 
tained therein should be classified as 
Class n milk since these items are moved 
in final form. The classification of fluid 
cream products when disposed of in bulk 
form, however, is determinable only by 
following the movement of the bulk prod¬ 
uct to its subsequent use. Thus, it is 
necessary that fluid cream products that 
are transferred in bulk form from a pool 
plant to another plant be classified in a 
manner similar to that now used in clas¬ 
sifying transfers of bulk fluid milk 
products. 

Each order now prescribes a procedure 
for classifying transfers of bulk fluid 
milk products from a pool plant to a 
nonpool plant that is not an other order 
plant or a producer-handler plant. To 
determine such classification, the non¬ 
pool plant’s utilization must be assigned 
to its receipts of milk from each source. 
Some amplification of this procedure is 
appropriate to set forth clearly the pri¬ 
ority for assigning the different types of 
plant use to the different sources of 
fluid milk products and bulk fluid cream 
products received at the nonpool plant. 

Under the adopted assignment priori¬ 
ties, the first step is to assign the non¬ 
pool plant’s Class I utilization to its re¬ 
ceipts of packaged fluid milk products 
from all federally regulated plants. Such 
receipts should receive first priority on 
the nonpool plant's Class I use since all 
orders provide that such packaged trans¬ 
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fers from a pool plant to an unregulated 
nonpool plant shall be classified as Class 
I milk. Thus, any Class I route disposition 
of the nonpool plant in the marketing 
area of a Federal order, and any trans¬ 
fers of packaged fluid milk products from 
the nonpool plant to plants fully regu¬ 
lated under such order, would be as¬ 
signed, first, to the nonpool plant’s re¬ 
ceipts of packaged fluid milk products 
from plants fully regulated under such 
order and, second, to any such remaining 
packaged receipts from plants fully regu¬ 
lated under other Federal orders. 

A similar assignment of any such re¬ 
maining disposition (i.e., the aforesaid 
Class I route disposition and transfers of 
packaged fluid milk products) then would 
be made to the nonpool plant’s receipts 
of bulk fluid milk products from pool 
plants and other order plants. Any other 
Class I disposition of packaged fluid milk 
products from the nonpool plant, such 
as route disposition in unregulated areas, 
would be assigned to any remaining un¬ 
assigned receipts of packaged fluid milk 
products at the nonpool plant from plants 
fully regulated under any Federal order. 

After these assignments, any Class I 
use at the nonpool plant that is attribu¬ 
table to the Class I allocation at a Federal 
order plant of fluid milk products trans¬ 
ferred in bulk from the nonpool plant to 
the regulated plant would be assigned 
next. Such use would be assigned, first, 
to the nonpool plant’s remaining unas¬ 
signed receipts of fluid milk products 
from plants fully regulated under that 
order and, second, to any such remaining 
receipts from plants fully regulated un¬ 
der other orders. 

Additional unassigned Class I utiliza¬ 
tion at the nonpool plant then w ould be 
assigned to the plant’s receipts of Grade 
A milk from dairy farmers and unregu¬ 
lated nonpool plants that are determined 
to be regular sources of Grade A milk for 
the nonpool plant. Any remaining unas¬ 
signed receipts of fluid milk products at 
the nonpool plant from plants fully regu¬ 
lated under any order would be assigned 
to any of the nonpool plant’s remaining 
Class I utilization, then to its Class HI 
utilization, and then to its Class n 
utilization. 

Following these assignments, any re¬ 
ceipts of bulk fluid cream products at the 
nonpool plant from pool plants and other 
order plants would be assigned to the 
nonpool plant’s remaining unassigned 
utilization in each class. Such assign¬ 
ment would be made in sequence begin¬ 
ning with the lowest class. 

In determining the classification of any 
transfers or diversions from a pool plant 
to a nonpool plant, the utilization of any 
transfers from the nonpool plant to an¬ 
other unregulated nonpool plant also 
must be established. In this case, the 
same assignment priorities just outlined 
should apply also at the second nonpool 
plant. 

Certain changes should be made in 
each order concerning the classification 
of products transferred from a pool plant 
to a producer-handler. Under the revised 
classification plan, bulk fluid cream 
products transferred from a pool plant 
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to a producer-handler should be assigned 
to the extent possible to the latter’s 
Class III use, and then Class II use. If 
the producer-handler does not have 
enough utilization in these classes to 
cover such transfers, any remaining 
transfers should be classified as Class I 
milk. 

As in the case of all other fluid milk 
products, such transfers of cream are now 
classified as Class I milk. Such classifi¬ 
cation tends to assure that producers 
do not carry for producer-handlers the 
burden of maintaining reserve supplies 
for the Class I sales of producer-han¬ 
dlers. With the removal of cream from 
the Class I classification, as adopted 
herein, a mandatory Class I classifica¬ 
tion of cream transfers to producer-han¬ 
dlers would not be necessary for this 
purpose. 

Each order should provide that fluid 
milk products transferred from a pool 
plant to a producer-handler under an¬ 
other order be classified as Class I milk. 
With tw r o exceptions, this classification 
now applies under these orders with re¬ 
spect to such transfers made on an in¬ 
tramarket basis. The San Antonio and 
Mississippi orders have no provisions 
for classifying such transfers since there 
is no producer-handler definition under 
the San Antonio order and since pro¬ 
ducer-handlers under the Mississippi 
order are not permitted to receive milk 
from other plants without loss of their 
producer-handler status. 

The producer-handlers, in their ca¬ 
pacity as handlers, have been exempt 
from the pricing and pooling provisions 
of the various orders. In consideration 
of this exemption, each order, except as 
noted, requires a Class I classification of 
all fluid milk products that are trans¬ 
ferred from a pool plant to a producer- 
handler as defined under that particular 
order. Inasmuch as the producer-han¬ 
dler exemption under each order is pred¬ 
icated on essentially the same basis, a 
Class I classification of milk transferred 
from a pool plant regulated under one 
order to a producer-handler as defined 
under another order would be in keep¬ 
ing with the general basis for producer- 
handler exemption. 

In addition to the Class I classification 
of all fluid milk products transferred 
from a pool plant to a producer-handler, 
several orders provide for a similar clas¬ 
sification of all fluid milk products trans¬ 
ferred to a government-operated plant. 
Such plants are exempt from the pool¬ 
ing and pricing provisions of the order 
in much the same manner as producer- 
handlers. It Is appropriate, therefore, 
that the adopted method for classifying 
bulk fluid cream products transferred to 
a producer-handler likewise apply to 
transfers of bulk fluid cream products to 
government-operated plants. 

The orders should be uniform with 
respect to the conditions under which the 
classification provisions apply to bulk 
milk movements from one regulated mar¬ 
ket to another. Although each order now 
has the same rules for classifying such 
movements of milk, their application is 
limited under some orders to only those 
movements in the form of interplant 
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transfers. This is because such orders do 
not permit milk to be moved between 
markets by diversion. 

Since the advent of farm bulk tanks, 
the diversion of producer milk from pool 
plants to manufacturing plants has been 
a common method of handling milk not 
needed for the fluid market. Under some 
orders, such diversions are permitted to 
be made only to unregulated nonpool 
plants. For a number of markets where 
available manufacturing facilities are as¬ 
sociated with another regulated market, 
the orders permit producer milk to be 
diverted to other order plants. Corollary 
provisions in the order regulating the 
manufacturing plant specify that such 
milk, although having been delivered di¬ 
rectly from the farm, shall not be con¬ 
sidered as producer milk in the market 
to which diverted if the milk comes into 
the market for manufacturing use. 

In connection with developing uniform 
classification provisions for the 33 
orders, provision should be made under 
each order for the diversion of milk to 
other order plants for Class n or Class HI 
use. This will contribute to a more uni¬ 
form application of the classification pro¬ 
visions to all regulated handlers. At the 
same time, such provisions will foster the 
efficient handling of surplus milk in these 
markets by permitting the disposal of 
such milk directly from farms to manu¬ 
facturing plants in other markets, rather 
than having such intermarket move¬ 
ments limited to the more expensive 
method of transferring milk from one 
plant to another. With the safeguards 
adopted herein, returns to producers in 
the market to w T hich the milk is diverted 
will not be affected by the processing of 
this surplus milk in their market since 
the diverted milk will continue to be 
pooled in the market from which 
diverted. 

The classification of fluid milk prod¬ 
ucts transferred or diverted from a pool 
plant to a nonpool plant that is not an 
other order plant or a producer-handler 
plant should not be contingent upon any 
distance limitation. Presently, 20 of the 
33 orders under consideration provide for 
the Class I classification of milk moved 
beyond a specified distance, regardless of 
its ultimate use at the nonpool plant. In 
the case of milk transferred to less dis¬ 
tant plants, recognition is given under 
the classification provisions of the 20 
orders to the nonpool plant’s actual 
utilization. 

Cooperatives proposed the removal of 
all mileage limitations affecting the clas¬ 
sification of transfers and diversions. 
They claimed that these provisions are 
not appropriate under today’s marketing 
conditions and that their removal would 
facilitate the orderly disposition of re¬ 
serve milk supplies. 

The conditions prompting the initial 
adoption of these mileage limitations no 
longer prevail, thereby making their con¬ 
tinued use inappropriate. The use of 
mileage limitations evolved in large part 
from the relatively high transportation 
cost of milk relative to its value for 
manufacturing and from the administra¬ 
tive cost of verifying the utilization of 


PROPOSED RULE MAKING 

milk transferred to plants distant from 
the local market. Under today’s con¬ 
ditions of distribution, milk regularly 
moves greater distances as a routine mat¬ 
ter. Moreover, Federal orders now oper¬ 
ate throughout much of the United 
States. Arrangements for verifying the 
utilization at distant plants can be made 
easily through the facilities of the various 
market administrators’ offices. 

Also, the mileage limitations often are 
no longer consistent with the existing 
supply patterns. Milk is often moved con¬ 
siderable distances from producers* 
farms to distributing plants. When such 
milk is not needed for fluid use, it is 
usually diverted to manufacturing plants 
located close to the production area. 
Classifying such milk in Class I because 
of applicable mileage limitations is not 
consistent with the obvious manufac¬ 
turing use of the milk. Removal of such 
provisions will promote uniformity in 
classification among the 33 markets. 

(d) Classification of cnd-of-month 
inventory. Each of the orders should be 
made uniform with respect to the classi¬ 
fication of inventory on hand at the end 
of the month. Fluid milk products in 
either packaged or bulk form that are 
in a handler’s end-of-month inventory 
should be classified as Class III milk. 
Such inventory should be subject in the 
following month to reclassification in a 
higher class. Ending inventory of fluid 
cream products, eggnog and yogurt, 
when held in bulk form, likewise should 
be classified in Class m and subject to 
reclassification. Such products held in 
packaged form at the end of the month 
should be classified as Class II milk. 

Presently, 22 of the 33 orders classify 
all ending inventories of fluid milk prod¬ 
ucts (which now include most cream 
products) in the lowest class. Under the 
remaining orders, such inventories in 
bulk form are classified in the lowest 
class, while a Class I classification applies 
to such inventories in packaged form. In 
the latter case, a handler’s obligation 
for the Class I inventory is adjusted in 
the following month by whatever amount 
the Class I price in such month changes 
from the Class I price level initially ap¬ 
plicable to the inventory. This assures 
that such inventory is priced on a current 
basis when disposed of on routes. 

Cooperatives proposed that each order 
classify all ending inventories of fluid 
milk products in Class III. They claimed 
that this procedure would be less com¬ 
plicated for handlers and would facili¬ 
tate the administration of the order since 
handlers only occasionally would have 
any adjustment in their pool obligation 
as a result of having Class in inventory 
reclassified in a higher class. Proponents 
stated that with packaged inventory in 
Class I, as under 11 of these orders now, 
each handler usually has some adjust¬ 
ment each month in his obligation for 
Class I inventory. The cooperatives’ pro¬ 
posed classification of ending inventory 
was supported by handlers. 

In the interest of establishing uniform 
classification provisions among the or¬ 
ders, the same procedure for classifying 
end-of-month inventory should be 


adopted for each of the orders. Either 
type of inventory classification procedure 
now being used in these markets results 
over the long run in essentially the same 
pool obligation for handlers and the same 
returns to producers. In this circum¬ 
stance, the substantial support among 
the industry for classifying all ending 
inventories of fluid milk products in the 
lowest class suggests that this procedure 
be used under all orders. Under this pro¬ 
cedure, such inventories would be subject 
in the following month to reclassifica¬ 
tion in a higher class, as determined 
through the allocation of a handler’s re¬ 
ceipts to his utilization. A charge to the 
handler at the difference between the 
Class IU price for the preceding month 
and the Class I or Class II price, as ap¬ 
plicable, for the current month would 
apply to any reclassified inventory. This 
is the same reclassification procedure 
that now applies under the orders to in¬ 
ventories of fluid milk products in bulk 
form. 

Fluid cream products in bulk form that 
are on hand at the end of the month 
likewise should be classified in Class m. 
As in the case of bulk milk, the final use 
of cream being held in bulk form is not 
necessarily apparent from that form. The 
cream must be followed to its ultimate 
use, which may be in any class. Accord¬ 
ingly, it is reasonable to classify any clos¬ 
ing inventory of bulk cream in Class in 
and then apply a reclassification charge 
should the cream, as beginning inven¬ 
tory the following month, be allocated 
to a higher class. 

Fluid cream products, yogurt and egg 
nog that are on hand in packaged form 
at the end of the month should be classi¬ 
fied in Class II, the class of expected ulti¬ 
mate use, rather than in Class III as 
would be the case for ending inventories 
of such products in bulk form. The higher 
classification will accommodate the 
treatment adopted herein whereby such 
products that are received at a pool plant 
in packaged form and disposed of in the 
same packages would be permitted to 
“pass through” the plant without any 
pool obligation or down-allocation. In 
this connection, the ending Class II in¬ 
ventory, as Class n inventory on hand 
at the beginning of the following month, 
would be allocated in the following month 
directly to the handler’s Class II 
utilization. 

Cooperatives proposed that for classi¬ 
fication purposes ending inventory in¬ 
clude only those products that are ac¬ 
tually on the premises of a pool plant. 
Under their proposal, the premises of a 
plant would be limited to a location hav¬ 
ing equipment for receiving, cooling, 
processing, and storing milk. However, 
products being held in trucks parked at 
that location would not be a part of the 
handler’s closing inventory. Also, a stor¬ 
age facility at a distributing point for 
packaged products in transit to wholesale 
and retail outlets would not be con¬ 
sidered under their proposal as an ex¬ 
tension of the premises of a plant. Co¬ 
operatives proposed also that ending 
inventory include any bulk milk that is 
in transit from a pool plant to an- 
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other plant at the end of the month. 
Proponents claimed that defining ending 
inventory in this manner would facilitate 
the administration of the order. 

The present orders do not specify at 
what point in a handler’s distribution 
system fluid milk products shall be or 
shall not be considered for classifica¬ 
tion purposes as being in a handler’s clos¬ 
ing inventory. This is a matter that has 
been left to the accounting guidelines 
established by market administrators in 
their administration of the orders. It is 
recognized that at the close of the 
monthly accounting period fluid milk 
products that have been packaged but not 
yet delivered to the place of sale may be 
at any one of several places in a handler’s 
distribution system. Depending on the 
handler’s method of operation, such 
places could include the cold storage 
room within his processing plant, trucks 
parked on or near the plant’s premises, 
distributing points, or trucks in transit 
to distributing points or places of sale. 
No significant problems concerning the 
determination of what constitutes clos¬ 
ing inventory were brought to light at 
the hearing. Therefore, the cooperatives’ 
proposal in this regard need not be 
adopted at this time. 

For the first month that the revised 
classification plan is effective, certain 
transitional provisions relating to in¬ 
ventory should apply. Such provisions 
are necessary to assure that all handlers 
under an order will be subject to the same 
pricing for milk used in packaged fluid 
milk products and fluid cream products 
whether such products enter into the 
month’s accounting as beginning inven¬ 
tory or are made from current receipts 
of producer milk. 

As indicated, 22 of the orders under 
consideration presently classify ending 
inventories of fluid milk products, includ¬ 
ing cream items, in the lowest class. Thus, 
in the last month that the present classi¬ 
fication plan is effective, handlers under 
these orders will have paid the corre¬ 
sponding class price for these products. 
In the first month under the new plan, 
such inventories that had been held over 
in the form of a fluid milk product or a 
bulk fluid cream product would be allo¬ 
cated to the extent possible to the han¬ 
dler’s Class III utilization. Should such 
inventories be allocated to a higher class, 
the appropriate reclassification charge 
would apply. 

Under the new plan, beginning inven¬ 
tories of fluid cream products in pack¬ 
aged form normally would be allocated 
directly to a handler’s Class n utiliza¬ 
tion. Such allocation assumes that the 
products were priced at the Class n price 
in the preceding month. Since this would 
not be the case for the first month under 
the new amendments, such inventories 
should be allocated in the first month 
to the extent possible to Class III, as in 
the case of inventories of fluid milk 
products and bulk fluid cream products, 
A reclassification charge should apply 
if a higher classification results. 

Under the remaining 11 orders, which 
now classify ending inventories of pack¬ 
aged fluid milk products in Class I, a pool 
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credit should apply to such inventories 
in the first month that the revised clas¬ 
sification plan is effective. Under the new 
plan, beginning inventories of fluid milk 
products and, for the first month, all 
fluid cream products would be allocated 
to the extent possible to Class m. Again, 
this allocation assumes that such inven¬ 
tories were priced at the lowest class 
price in the preceding month. Since such 
inventories in packaged form will have 
been priced at the preceding month’s 
Class I price, handlers under these 11 
orders should receive a credit on such 
packaged inventories equal to the dif¬ 
ference between the preceding month’s 
Class I price and lowest class price. If a 
higher classification results through the 
allocation procedure, the appropriate 
reclassification charge would apply. 

(e) Classification of shrinkage, milk 
dximped and milk disposed of for animal 
feed. Each of the orders should provide 
for generally uniform provisions for 
classifying skim milk and butterfat 
dumped, disposed of for animal feed, or 
in shrinkage. 

In the case of shrinkage, the coopera¬ 
tive associations requested that no 
change be made in the present order pro¬ 
visions, except to classify shrinkage in 
Class in insofar as it is now classified 
in the lowest class of each order. 

The shrinkage provisions adopted 
herein are basically similar to the shrink¬ 
age provisions now effective under 28 of 
the 33 orders. The classification of 
shrinkage in the lowest use class (sub¬ 
ject to certain limitations), as now pro¬ 
vided in all the orders, would be con¬ 
tinued under the adopted three-class 
system. Modifications of shrinkage pro¬ 
visions in the individual orders are in the 
nature of certain refinements now ap¬ 
plicable under several of the orders. 

The amount of shrinkage that may be 
classified in the lowest class under the 33 
orders is presently limited with respect 
to receipts of producer milk and certain 
interplant transfers. In 32 of the orders, 
2 percent is the maximum shrinkage al¬ 
lowed in the lowest class in the case of 
such receipts. One and one-half percent 
is the rate usually applicable to bulk re¬ 
ceipts of interplant transfers, but gen¬ 
erally no limit applies in the case of 
receipts of other source milk requested 
for lowest class use. These allowances are 
adopted for each order in the new uni¬ 
form provisions. 

Also adopted is the commonly used 
method of prorating total plant shrink¬ 
age to (1) those kinds of receipts on 
which the shrinkage limitations apply, 
and (2) other receipts, principally other 
source milk in the form of fluid milk 
products requested for Class II or Class 
ni use. To the extent that the quantity 
of shrinkage prorated to the first cate¬ 
gory exceeds the established limit, the 
excess would be classified in Class I. 

The adopted provisions recognize that 
shrinkage normally experienced varies 
with the type of handling involved. More 
loss is usually experienced in plant proc¬ 
essing than in merely receiving milk for 
delivery to another handler. Thus, with 
respect to delivery of milk by a coopera¬ 
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tive association handler from farms to 
plants in tank trucks, a Class III shrink¬ 
age allowance of 0.5 percent of such milk 
is provided. Any excess shrinkage over 0.5 
percent is classified as Class I milk. 

The Class ITT shrinkage allowance to 
the processing plant receiving the milk 
from the cooperative would be 1.5 per¬ 
cent. Tills maintains a total of 2 percent 
Class HI shrinkage allowance for such 
milk from producers in the receiving and 
processing operations. 

The provisions adopted herein are de¬ 
signed to carryout the appropriate di¬ 
vision of shrinkage whether the plant 
operator purchases the milk at farm 
weights and tests or at plant weights and 
tests. The provisions allow the plant 
operator up to 2 percent shrinkage in 
Class m if he buys the milk on the basis 
of weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples. In 
this case, there is no shrinkage allowance 
for the cooperative association delivering 
the milk. 

As provided herein, when a plant 
operator disposes of bulk milk by transfer 
to another plant. Ills shrinkage allow¬ 
ance would be reduced at the rate of 1.5 
percent of the quantity transferred. This 
is similar to provisions now applicable 
under most orders. 

In the case of milk diverted from a pool 
plant to another plant, a shrinkage allow¬ 
ance in Class III of 0.5 percent would be 
provided the diverting handler if the 
operator of the plant to which the milk 
is diverted purchases such milk on the 
basis of weights and tests determined at 
the plant. If the milk is purchased at 
farm weights and tests, no shrinkage 
allowance w r ould apply for the diverting 
handler. This is the same procedure ap¬ 
plicable to cooperative bulk tank de¬ 
liveries to pool plants. Similar handling 
is involved. 

This kind of division of the 2 percent 
shrinkage allowance, both in the case of 
transfers from cooperatives to plants and 
for transfers betw'een plants, has been 
found practical and has been well ac¬ 
cepted in the markets where it now' ap¬ 
plies. Such division of the shrinkage al¬ 
lowance, therefore, should be included 
also in the Cedar Rapids-Iowa City. 
North Central Iowa. Des Moines, Fort 
Smith, and Austin-Waco orders that now T 
treat shrinkage in a somew'hat different 
manner. 

As has been indicated, the uniform 
shrinkage provisions adopted would al¬ 
low for certain typical variations of in¬ 
dividual handler operations. Thus, the 
provisions should be adaptable to meth¬ 
ods of milk handling now in use in all 33 
markets. Testimony on the record did 
not provide any basis for retaining the 
many minor differences in shrinkage pro¬ 
visions that exist among these orders. In 
view of these conditions, it is appropriate 
that the orders have basically uniform 
shrinkage provisions. 

The single exception to the maximum 
2 percent shrinkage allowance will be 
in the Neosho Valley order that now al¬ 
lows up to 5 percent shrinkage in the 
surplus class for skim milk during April, 
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May, and June. Although the record does 
not indicate why a need exists for such 
a substantially different allowance in one 
market, no change should be made in the 
allowance until the matter can be ex¬ 
plored further. 

A proposal in the hearing notice by 
two trade associations of processors 
would amend the orders to allow shrink¬ 
age on milk solids used in fortifying 
fluid milk products. While such an al¬ 
lowance now applicable under the North 
Texas order would be continued in that 
market, a basis for adoption in the other 
orders was not developed on the record. 
It would be important to have, for the 
other markets, evidence of current plant 
practices with respect to use of nonfat 
solids used for fortification and the ef¬ 
fect of accounting and recordkeeping 
procedures on quantities reported as loss. 
Such data were not presented and thus 
there is no substantial basis on which to 
broaden the use of such provision. 

Milk or milk products dumped or dis¬ 
posed of for animal feed are minor cate¬ 
gories of disposition. Both cases involve 
quantities of milk products that for one 
reason or another are not salable for 
human consumption. Such dispositions 
are likely to occur in normal plant opera¬ 
tions. Route returns that may be non- 
salable because of dating regulations 
often may not be reprocessed economi¬ 
cally into other products. Additives such 
as flavoring or nondairy solids may make 
reprocessing impractical. Also, in manu¬ 
facturing operations, spoilage may occur, 
or culturing processes may break down, 
rendering the product nonsalable for hu¬ 
man consumption. 

The cooperatives proposed that there 
be no change in the present classification 
of dumpage and animal feed other than 
to include such uses in the lowest class 
in those orders specifically recognizing 
such dispositions. Several milk dealers 
and two trade associations of processors 
also proposed that dumpage and animal 
feed dispositions be classified in the low¬ 
est use class. They requested, however, 
that these provisions be included in the 
several orders not now containing such 
provisions. 

In the three-class system adopted in 
this decision, dumpage and animal feed 
dispositions are classified in the lowest 
use class. This conforms to the classifica¬ 
tion plans in those orders that provide 
specifically for such dispositions. Exist¬ 
ing provisions recognize that such dis¬ 
positions provide little or no return to 
the handler. 

There are differences among the orders 
as to the type of products for which the 
lowest classification is permitted when 
disposed of for animal feed or dumped. 
While some of the orders apply such 
classification to all skim milk and butter- 
fat so disposed of, others limit the ap¬ 
plication to skim milk in fluid milk 
products, and several orders provide such 
classification for cottage cheese and cot¬ 
tage cheese curd dumped or disposed of 
for animal feed. 

In the case of any fluid milk product 
or Class n product, as herein designated, 
the reasons for dumping or disposing of 
as animal feed are generally similar to 
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those described previously. All such dis¬ 
positions result in loss or only a low re¬ 
turn to the handler. Therefore, Class in 
classification should be provided for all 
such products when disposed of in this 
manner. 

Dumping, unlike other dispositions, in¬ 
volves no sales records that could aid in 
verification of a handler’s records. Thus, 
advance notice to the market adminis¬ 
trator and opportunity for verification 
should be required. Also, in the case of 
animal feed disposition, a plant operator 
should maintain sufficient records to 
establish in every instance the quantities 
of skim milk and butterfat involved, 
and show a written receipt for every 
disposition. 

The several changes herein adopted 
with respect to the classification of 
shrinkage, dumpage and animal feed 
disposition will have relatively minor 
effect on producer returns or on han¬ 
dlers’ costs. The quantities of milk clas¬ 
sified in these categories are normally a 
very small percentage of an individual 
handler’s total utilization. The uniform 
provisions adopted are similar to existing 
provisions found practical from experi¬ 
ence in the majority of markets here in¬ 
volved. The standardization of termi¬ 
nology in the provisions described should 
result in provisions more easily under¬ 
stood. 

Whether there may be some merit in a 
more general revision of the provisions 
for classifying shrinkage, dumpage and 
animal feed disposition; than is set forth 
herein cannot be decided on this record. 
If more extensive changes are in any way 
desirable, such matters should be con¬ 
sidered on the basis of a thorough ex¬ 
ploration of the issue at another hearing. 

A handler proposal for a single "loss” 
classification including shrinkage, animal 
feed and dumped products is not adopted. 
The proposal was not explored by in¬ 
terested parties on the record as to how 
it would affect handler and producer 
equities. There is no substantial basis on 
which to judge its merit and the pro¬ 
posal therefore is denied. 

(f) Allocation of receipts to utilization . 
In adopting a revised classification plan 
under each of the 33 orders, conforming 
changes must be made in the provisions 
that prescribe how a handler’s receipts 
from different sources shall be allocated 
to his utilization for the purpose of classi¬ 
fying producer milk. Of the 33 orders, 
all but seven provide for only two classes 
of utilization. Thus, changes in most of 
the orders are necessary to provide for 
the allocation of receipts to three classes 
of utilization rather than two classes. 
Also, all orders must be changed with 
respect to the allocation of beginning 
inventories, as previously described. 

The adoption of three use classes re¬ 
quires a new consideration of how other 
source milk shall be allocated to a han¬ 
dler’s utilization of milk. Under the pres¬ 
ent orders, other source milk is allocated 
in most cases to a handler’s surplus uses 
to the extent possible, regardless of how 
it actually may have been used. The pro¬ 
ducers who are relied upon for a regular 
supply of milk for the local fluid market 


thus receive the highest possible classifi¬ 
cation of their milk. Depending on the 
supply conditions, milk from unregulated 
supply plants and other Federal order 
plants is permitted to share in varying 
degrees with local producer milk in the 
higher value of the handler’s Class I 
sales. 

In conjunction with the revised classi¬ 
fication plan, however, handlers using 
certain types of other source milk 
(whether in the form received or in re¬ 
constituted form) in the processing of 
Class n products should be permitted to 
have such other source milk allocated 
directly to their Class II uses. Under the 
plan adopted herein, such other source 
milk to which direct allocation could 
apply would be limited to milk products 
(such as nonfat dry milk and condensed 
milk or skim milk) that are not fluid milk 
products or fluid cream products. 

The national associations of fluid milk 
and ice cream processors proposed that 
if a three-class system is adopted han¬ 
dlers should have the option of having 
other source milk allocated to their Class 
H utilization rather than allocated to 
the extent possible to the lowest class. 
It was their position that the Class II 
price for producer milk should not be set 
at a level that is any higher than the 
cost to handlers of obtaining alternative 
supplies of milk or milk products for 
Class II use. These groups contended 
that with such pricing there is no justifi¬ 
cation for "down-allocating” to Class HI 
any receipts of other source milk which 
actually may have been used in Class II. 

Handlers indicated further that with 
optional allocation a handler could 
choose to use other source milk without 
the cost impact of down-allocation 
should the cost of such milk become less 
than the cost of producer milk for Class 
II use. Also, these groups stated that 
down-allocation of other source milk 
would imply an intent to provide undue 
protection of the Class H market for 
producers. They maintained that such 
protection is not justified, or apparently 
intended by producers in view of no pro¬ 
ducer proposal for a compensatory pay¬ 
ment on other source milk used in Class 
II. 

Cooperative associations, on the other 
hand, urged in connection with their 
proposal for three classes that producers 
have first claim on a handler’s Class II 
use as well as on his Class I use. 

As pointed out earlier in this decision, 
the establishment of a new intermediate 
price class is supported by the fact that 
handlers rely largely on producers for a 
regular supply of milk for the products 
herein included in Class EC. The major 
use of other source milk in making these 
Class II products is the addition of non¬ 
fat dry milk to cream products, mainly 
half and half, and to skim milk being 
used for the manufacture of cottage 
cheese. On occasion, when producer sup¬ 
plies are short, handlers also may recon¬ 
stitute nonfat dry milk for cottage cheese 
production. Condensed milk or skim milk 
may be similarly used. Handlers choosing 
to use such other source milk in this way 
should be permitted to have such milk 
allocated directly to their Class n utiliza- 
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tion rather than allocated first to any 
Class HE utilization they may have. 

In establishing a new intermediate 
price class, it is not intended that this 
outlet for producer milk necessarily be 
reserved for local producers. This new 
use class merely recognizes that some 
additional value attaches to producer 
milk used by regulated handlers in the 
Class n products. Pricing this milk at a 
level above the Class HI price serves also 
to reduce the burden on the Class I price 
of attracting a supply of producer milk 
for the Class I market. It is not intended 
that producer returns be enhanced for 
the purpose of also attracting a full sup¬ 
ply of producer milk for handlers’ Class 
II uses. Accordingly, no obligation to the 
pool (commonly known as a compensa¬ 
tory payment) would be imposed under 
the revised classification plan on any 
other source milk which regulated han¬ 
dlers may use in Class II or on any Class 
II products that may be distributed in 
the market by nonpool plants, either di¬ 
rectly on routes or through pool plants. 

As long as the Class II price for pro¬ 
ducer milk remains in proper relation¬ 
ship with the cost of alternative supplies, 
it is not expected that this direct alloca¬ 
tion of nonfluid other source milk to 
Class II will induce handlers to use other 
source milk in preference to producer 
milk for processing Class II products. 
Under the adopted Class n price, pro¬ 
ducers would represent in most circum¬ 
stances the most economical source of 
milk for Class II use. As indicated pre¬ 
viously, this would be so with respect to 
the alternative use of nonfat dry milk, 
the type of other source milk most com¬ 
monly used in the proposed Class n 
products. Nonfat dry milk has certain 
advantages for handlers that producer 
milk cannot provide. It can be added 
easily to milk or milk products to in¬ 
crease their nonfat milk solids content. 
Also, its storability permits handlers to 
have a concentrated form of nonfat milk 
solids on hand at all times for emergency 
use. Nevertheless, the higher cost of non¬ 
fat dry milk relative to producer milk 
would tend to limit its use to only those 
situations where the nonfat dry milk has 
a distinct processing advantage for 
handlers. 

No provision should be made for the 
direct allocation to a handler’s Class n 
utilization of other source milk received 
in fluid form. Unlike the handling of non¬ 
fat dry milk, it would not be unusual for 
a handler to commingle in his plant any 
receipts of fluid other source milk with 
his receipts of producer milk. In this cir¬ 
cumstance, it would not be possible to 
know just how much of the other source 
milk may have been used in the process¬ 
ing of a Class n product. The difficulty 
which a handler would have in demon¬ 
strating that he actually used fluid other 
source milk in a Class II product, and the 
administrative difficulty in verifying 
such claimed use, warrants the alloca¬ 
tion of such milk in essentially the same 
manner as now provided by the orders. 

In this connection, it should be noted 
that under the revised classification plan 
each order would provide for the specific 
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allocation to a handler’s Class n and 
Class III utilization of any receipts of 
bulk fluid milk products from an other 
order plant or an unregulated supply 
plant for which the handler requests a 
Class n or Class HI classification. Such 
receipts would be allocated to the extent 
possible first to the handler’s Class IH 
utilization and then to his Class II utili¬ 
zation. This would be the case even if a 
Class H classification were requested by 
the handler. 

An additional proposal concerning the 
“down-allocation” of other source milk 
was offered at the hearing by a handler 
operating distributing plants in several 
of the markets under consideration. The 
company’s spokesman indicated that in 
one market the milk supply being fur¬ 
nished to it by the local producer co¬ 
operative was withheld by the coopera¬ 
tive in a particular month when the 
company refused to enter into a “full- 
supply” contract. The spokesman claimed 
that because the cooperative controlled 
about 85 percent of the producer milk on 
the market, the company was forced to 
acquire a supply of milk for the re¬ 
mainder of the month from another mar¬ 
ket. The spokesman indicated that al¬ 
though having purchased the outside 
milk for Class I use some of the milk was 
down-allocated to the plant’s lowest 
utilization. This was because of the order 
provisions that now result in local pro¬ 
ducers receiving in large part first prior¬ 
ity on a handler’s Class I utilization. The 
handler proposed that if local producers 
refuse to supply a pool plant with suffi¬ 
cient milk for its Class I needs during the 
month, any supplies acquired from out¬ 
side the market for Class I use not be 
down-allocated relative to receipts of 
producer milk. 

The proposal should not be adopted. 
Any order provision intended to accom¬ 
modate a handler in this one particular 
circumstance would be difficult to ad¬ 
minister in an equitable manner. Han¬ 
dlers are not required by an order to 
purchase milk from any particular 
source. Similarly, producers are not re¬ 
quired to supply any particular han¬ 
dler. In negotiating for the purchase, or 
sale of milk, either party may find the 
proposed terms unsatisfactory and thus 
may decide not to consummate the trans¬ 
action. It would be difficult, if not impos¬ 
sible. for a market administrator to de¬ 
termine, however, which party actually 
decided not to enter into a purchase- 
sales agreement. Should a handler be 
able to acquire outside milk at a lesser 
cost than would be applicable to local 
producer milk, such handler would have 
an incentive to claim that local pro¬ 
ducers refuse to supply him with milk 
when, in fact, this was not the case. 

Such administrative difficulties could 
be overcome, of course, through the 
adoption of provisions that do not down- 
allocate receipts of outside milk from se¬ 
lected sources, or from any source, for 
Class I use. This would be a major de¬ 
parture, however, from the allocation 
procedure now used under the present 
orders. This procedure which was based 
on comprehensive hearings for all Fed¬ 
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eral order markets, resulted from the 
“compensatory payment” decisions con¬ 
cerning the integration of other source 
milk into the regulatory plan of an 
order.* Such a change would be much 
broader in scope than was contemplated 
under the handler’s proposal described 
above and should not be adopted. 

In keeping with the goal of classifying 
milk uniformly under the 33 orders, cer¬ 
tain changes should be made in the or¬ 
ders to effect a uniform application of the 
allocation provisions to multiple-plant 
handlers. Presently, the 33 orders differ 
as to how the allocation procedure shall 
be carried out for handlers who operate 
two or more pool plants regulated under 
the same order. 

Each order should provide that for 
purposes of allocating a multiple-plant 
handler’s receipts to his utilization, the 
operations at each of his pool plants 
shall be considered separately. As is the 
case now, however, those receipts of other 
source milk from unregulated supply 
plants and other Federal order plants 
eligible to share with producer milk in a 
handler’s Class I utilization should be 
allocated on the basis of the handler’s 
total plant system. 

This application of the allocation pro¬ 
visions to a multiple-plant handler is 
now used under seven of the 33 orders. 
Two other orders require that allocation 
be on an individual-plant basis unless 
there are receipts of other source milk at 
any one of the handler’s pool plants to be 
allocated pro rata with producer milk to 
the plant’s Class I utilization. In this 
case, all allocations of the handler’s 
receipts to utilization are done on the 
basis of the handler’s total system. The 
remaining orders provide that allocation 
be on a system basis in all cases. 

Conditions in the individual markets 
do not require continuance of the sev¬ 
eral allocation methods now provided in 
the orders under consideration. Handlers 
are often subject at different times to 
the regulatory provisions of different or¬ 
ders. Applying the allocation provisions 
uniformly among all orders will reduce 
unnecessary regulatory differences being 
experienced by these handlers. There 
would be little, if any, change in a han¬ 
dler’s total obligation under the order, 
or in producer returns, from applying 
the adopted allocation procedure in those 
orders not now providing for allocation 
on an individual-plant basis. 

All the orders now provide that certain 
receipts of milk from unregulated sup¬ 
ply plants and other Federal order plants 
shall share in varying degrees with local 
producer milk in the receiving handler’s 
Class I utilization at all of his pool plants 
combined. This procedure, which re¬ 
sulted from the 1964 “compensatory pay¬ 
ment” decisions referred to earlier, should 
be continued. To implement this proce¬ 
dure in those orders being changed from 
system allocation to individual-plant 


4 Official notice is taken of the Assistant : 
Secretary’s decisions issued on June 19, 1964 1 
(29 F.R. 9002, 9110, and 9213), with respect J 
to all milk orders then in effect. 
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allocation, several additional allocation 
steps must be provided in such orders. 
These involve essentially the same com¬ 
putations now required under the orders 
for the north Texas, central west Texas, 
Lubbock-Plainview, Rio Grande Valley, 
Mississippi, northern Louisiana and Des 
Moines markets where individual-plant 
allocation is used. Such provisions are 
revised, however, to incorporate three 
classes of utilization rather than two 
classes. 

The additional allocation steps estab¬ 
lish a procedure whereby the milk from 
unregulated supply plants and other or¬ 
der plants will continue to be classified 
on the basis of the handler’s total sys¬ 
tem, but will be assigned to classes at the 
pool plant of actual receipt. Under this 
procedure, the situation may arise where 
there is not enough utilization in a spe¬ 
cific class at the plant of actual receipt 
to which such other source milk must be 
assigned (as determined from receipts 
and utilization of his entire system). In 
this case, an accounting technique is used 
for increasing the utilization in such 
class at the plant of actual receipt and 
making a corresponding reduction in the 
same class at one or more of his other 
pool plants in his system. This technique 
does not result, however, in changing the 
amount of milk to be accounted for at 
each plant, or the classification of milk 
within the handler’s entire system. 

(g) Obligations relative to other source 
milk . Each of the orders under considera¬ 
tion that provide for marketwide pooling 
should be revised to the extent necessary 
to remove the possibility of a handler be¬ 
ing charged under the order at the Class 
I price for milk that already has been 
classified and priced as Class I milk under 
some Federal order. Certain of these 
orders already have been revised to re¬ 
move any “double charge” on Class I 
milk. The order language previously 
adopted for this purpose should be made 
uniform, however, and should be included 
in the remaining orders not now contain¬ 
ing such provisions. 

No changes in this respect are neces¬ 
sary under the Memphis, Fort Smith, 
Austin-Waco and north central Iowa 
orders. These orders employ individual- 
handler pooling and do not provide for 
any handler obligation on other source 
milk. 

A “double charge” on Class I milk re¬ 
ceived at a pool plant from an unregu¬ 
lated nonpool plant could result in the 
following manner. Producer milk could 
be transferred in bulk from a pool plant 
under the Wichita order, for example, to 
an unregulated nonpool plant and be as¬ 
signed to the nonpool plant’s Class I 
utilization. In determining his pool obli¬ 
gation, the pool plant operator would be 
charged for this Class I utilization of 
milk at the Class I price. During the same 
month, bulk milk could be transferred 
from the nonpool plant to a pool plant 
under the Kansas City order and be al¬ 
located to such pool plant’s Class I utili¬ 
zation. In this case, the operator of the 
pool plant would be charged under the 
Kansas City order the difference between 
the order’s Class I price and weighted 
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average price for this receipt of “other 
source” Class I milk. Thus, to the extent 
of the Class I milk that was moved to 
the nonpool plant from the Wichita mar¬ 
ket as Class I milk, the Class I other 
source milk received at the Kansas City 
pool plant from the nonpool plant is, in 
effect, priced twice as Class I milk under 
the Federal order system. 

More and more, plants are tending to 
specialize in the processing of certain 
products, or in the packaging of products 
in particular types of containers. It is 
not uncommon for milk to be transferred 
from a pool plant to an unregulated non¬ 
pool plant for special processing and the 
finished products to be moved back into 
the regulated market. When the milk is 
initially priced at the Class I price, the 
market price structure is in no way 
undermined if this milk, or its equivalent, 
is disposed of by the nonpool plant in the 
regulated market. 

Tlie orders therefore should provide 
that the operator of the Kansas City 
plant, in this example, will have no obli¬ 
gation to the pool on such other source 
Class I milk. This is achieved through a 
revision of the allocation provisions and 
the procedure for computing the pool 
obligation of a pool plant operator. Re¬ 
ceipts of packaged fluid milk products at 
a pool plant from an unregulated supply 
plant would be allocated to the pool 
plant’s Class I utilization to the extent 
that an equivalent amount of skim milk 
or butterfat disposed of to the unregu¬ 
lated plant by handlers fully regulated 
under any Federal order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order. This allocation 
would be made prior to any other alloca¬ 
tion of receipts to the plant’s Class I 
utilization, and no order obligation would 
apply to the milk so allocated to Class I. 
In the case of fluid milk products received 
from an unregulated supply plant in bulk 
form, the provisions setting forth a han¬ 
dler’s pool obligation would specify that 
no payment would apply to any of such 
milk allocated to Class I if, as just de¬ 
scribed for packaged milk, an equivalent 
amount of milk received at the un¬ 
regulated plant had been priced as Class 
I milk under some order. 

In this same connection, the provisions 
prescribing the obligation of a partially 
regulated distributing plant should be 
changed in each marketwide pool order. 
When such plant’s obligation is computed 
as though it were a pool plant, proper 
recognition must be given to any trans¬ 
fers from the plant to a regulated plant 
that are considered to already have been 
priced as Class I milk under some Fed¬ 
eral order. Also, in computing such 
plant’s pool obligation on route sales in 
a Federal order marketing area, recogni¬ 
tion should be given to any receipt of 
milk at such plant from another un¬ 
regulated plant if an equivalent amount 
of milk received at the latter plant al¬ 
ready has been priced as Class I milk 
under an order. 

Each order now imposes a handler 
assessment for administering the order 
on all other source Class I milk except 


tliat received in fluid form from an other 
order plant. This may include milk that 
already has been priced as Class I milk 
under some Federal order as described 
above. With the removal of a “double 
Class I charge on such milk, each order 
should be changed to likewise remove 
any assessment on such milk for admin¬ 
istrative expenses. It is presumed that 
such milk was subject to a similar 
charge under the order that initially 
priced the milk. 

The marketwide pool orders should be 
changed also with respect to the applica¬ 
tion of location adjustments to other 
source Class I milk. As just described, 
each of the orders provides that a pool 
plant operator’s obligation to the pro¬ 
ducer-settlement fund shall include a 
payment for fluid milk products received 
from an unregulated supply plant if they 
are allocated to Class I. The handler's 
payment is determined by charging him 
at the Class I price for the Class I other 
source milk and giving him a credit on 
the milk at the weighted average price 
(or uniform price in the case of those 
orders that do not provide for any type 
of seasonal production incentive plan). 
Both the Class I and weighted average 
prices are adjusted for the location of the 
unregulated supply plant. The adjust¬ 
ment of the weighted average price, 
though, is so limited as to be not less 
than the lowest class price. No such 
limitation is applied currently under most 
of the 33 orders to the Class I price ad¬ 
justment. 

Providing that any adjusted Class I 
price applicable to other source milk be 
not less than the Class in price is ap¬ 
propriate under each order. Otherwise, 
under certain conditions a handler could 
receive payment from the producer- 
settlement fund on Class I milk obtained 
from an unregulated supply plant. Such 
payment could result when the location 
differential for the distant plant is 
greater than the difference between the 
Class I and Class m prices. In this cir¬ 
cumstance, producers under the order, 
in effect, would be providing the handler 
with a credit that reduces his cost for the 
distant milk below its value for manu¬ 
facturing use at the point of purchase. 
From the standpoint of marketing effi¬ 
ciency, the handler should not be pro¬ 
vided an incentive, which would be at 
the expense of local producers, to import 
such distant milk into the local market. 

A similar situation now exists with 
respect to the obligation of the operator 
of a partially regulated distributing plant 
or an other order plant. In certain cases, 
the handler’s obligation includes a pay¬ 
ment to the producer-settlement fund 
at the difference between the Class I 
price applicable at his plant and either 
the weighted average price or the Class 
HI price. For the same reasons, each 
order should provide, in computing the 
obligation of such a handler also, that 
the Class I price, as adjusted for location, 
shall not be less than the Class HI price. 

(h) Reports. The proposed changes in 
the classification of milk are not ex¬ 
pected to require any major change in 
the amount of information to be sub- 


FEDERAL REGISTER, VOL 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 





mitted by handlers In their monthly re¬ 
ports of receipts and utilization. The re¬ 
porting provisions of each order must be 
changed, however, to reflect the new 
categories of information that each mar¬ 
ket administrator will need in admin¬ 
istering an order. These changes stem 
largely from the proposed reclassifica¬ 
tion of cream and the revised accounting 
methods necessary for implementing a 
three-class classification scheme. 

In revising the reporting provisions of 
each order, such provisions should be 
made uniform to the extent possible. Es¬ 
sentially the same information is now re¬ 
quired to be reported under each order, 
basically for the purposes of determining 
the classification of the milk and Its 
classified value. There is considerable 
variation among these orders, however, 
in the manner in which the provisions on 
reports are expressed. 

As proposed herein, the reporting pro¬ 
visions would be stated in some orders 
in slightly less detail than is now the 
case. The market administrator would 
have, nevertheless, no less authority than 
at present to obtain through handler 
reports, in the detail and on forms pre¬ 
scribed by the market administrator, any 
information the latter believes is neces¬ 
sary for administration of the order. 

5. Changing the butterfat differentials. 
A single butterfat differential should 
apply under each order for adjusting 
prices to the actual butterfat content of 
the milk being priced. This differential 
should be the Chicago butter price mul¬ 
tiplied by 0.115, rounded to the nearest 
0.1 cent. 

All 33 orders provide butterfat differ¬ 
entials for adjusting class prices and uni¬ 
form prices for butterfat content. With 
two exceptions, each order bases the class 
butterfat differentials on the Chicago 
butter price, which would be continued 
under the revised orders. The Chicago 
butter price is the simple average of the 
wholesale selling prices (using the mid¬ 
point of any price range as one price) 
per pound of Grade A (92-score) bulk 
butter at Chicago as reported for the 
month by the U.S. Department of Agri¬ 
culture. Under the Minneapolis-St. Paul 
and Southeastern Minnesota-Northern 
Iowa orders, the Class n butterfat differ¬ 
ential is based on the price of Grade AA 
(93-score) butter at New York City. 

The handler butterfat differentials for 
each class are now computed by mul¬ 
tiplying the butter price by a specified 
factor. In the case of the Class I butter¬ 
fat differential, the factor is 0.120 under 
20 orders and 0.125 under 11 orders. One 
order uses a factor of 0.130 and another 
a factor of 0.135. 

The factor most commonly used in 
computing the butterfat differentials 
applicable to the surplus prices is 0.115, 
as prescribed by 18 orders. Nine orders 
use 0.110, while the factors 0.120 and 
0.108 are used under two other orders. 
Four orders use a factor of 0.110 during 
the heavy production months and 0.115 
during the remainder of the year. 

The butterfat differential used in ad¬ 
justing the uniform price to producers 
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under 23 of the orders is the average of 
the butterfat differentials for each class, 
weighted by the proportion of producer 
milk in each class. Under six other orders, 
the butterfat differential to producers is 
determined by multiplying the Chicago 
butter price by 0.120. Two other orders 
use a factor of 0.110 under a similar 
computation, while another provides that 
this differential be computed by adding 4 
cents to the Chicago butter price and 
multiplying the sum by 0.1. Under the 
Memphis order, the producer butterfat 
differential is determined from a fixed 
schedule of rates in the order which are 
related to the Chicago butter price, i.e., 
for each 5-cent change in the butter 
price, the butterfat differential changes 
0.5 cent per point of butterfat. 

Cooperative associations proposed that 
all class prices and uniform prices be sub¬ 
ject to adjustment by a single butterfat 
differential based on the Chicago butter 
price times a factor of 0.115. One handler 
proposed that the Class n and Class III 
butterfat differentials be based on the 
Chicago butter price times 0.110. Han¬ 
dlers in general opposed any change in 
the present Class I butterfat differentials. 

Lowering the Class I butterfat differ¬ 
ential factor to 0.115 will accommodate 
producers* request for a readjustment of 
the values of skim milk and butterfat in 
Class I milk at a time of declining use of 
butterfat in fluid milk products. In 1960, 
the average butterfat test of fluid milk 
products (including cream items) in 63 
Federal order markets was 3.76 percent. 
In 1970, the average butterfat test for 
such products in 58 markets was 3.26 
percent. Comparable data for the 33 sub¬ 
ject markets as they are presently con¬ 
stituted are not available. On the basis of 
information available for much of the 
area now regulated by these orders, how¬ 
ever, there is every indication that the 
use of butterfat in Class I in these mar¬ 
kets is following the national trend * 

The impact of this change on a han¬ 
dler’s average cost of producer butterfat 
for Class I use is dependent, of course, 
upon the average butterfat test of his 
Class I products and the butterfat dif¬ 
ferential now applicable to him. Thus, 
handlers in the 33 markets will be af¬ 
fected differently from lowering the Class 
I butterfat differential. An analysis of 
1970 data for 31 of the 33 markets will 
serve to illustrate the general change in 
handlers’ costs under the revised classi¬ 
fication plan. Data for the Fort Smith 
and Austin-Waco markets are not 
available. 

It is estimated that in 19 of the 20 
markets now using a Class I butterfat 
differential factor of 0.120 the average 
butterfat test of Class I products dis¬ 
tributed by handlers (excluding cream 
and lowfat items) would have ranged in 
1970 from 3.55 percent to 2.53 percent. 


• Official notice la taken of the annual 
summaries for 1960 through 1971 of Federal 
Milk Order Market Statistics which were 
Issued by the Dairy Division, Agricultural 
Marketing Service, UJ9. Department of Agri¬ 
culture, Washington, D.C. 
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Using the average test for these mar¬ 
kets of 2.99 percent, the Class I price at 
test would have been increased 1.8 cents 
per hundredweight. For 10 of the 11 
markets now using a Class I butterfat 
differential factor of 0.125, the average 
test of Class I milk would have ranged 
from 3.25 percent to 2.81 percent. Based 
on an average test 3.01 percent, using a 
factor of 0.115 in these markets would 
have increased the Class I price at test 
by 3.4 cents. The price increases would 
have been slightly greater in the Duluth- 
Superior and Central Arizona markets, 
where factors of 0.130 and 0.135, respec¬ 
tively, are used. Based on estimated Class 
I butterfat tests of 2.73 percent and 3.10 
percent, the Class I price at test would 
have been increased 8.0 cents per hun¬ 
dredweight in the Duluth-Superior mar¬ 
ket and 5.6 cents in the Central Arizona 
market. 

Handlers opposed any change in the 
Class I butterfat differentials on the 
basis that the relationship of skim milk 
and butterfat values had already been 
altered by a change on April 1, 1971, in 
the purchase prices for dairy products 
under the Department’s price support 
program. They pointed out that this 
change, as reflected in order prices, in¬ 
creased handlers’ cost of skim milk about 
10 cents per hundredweight. Handlers 
argued that in view of this any further 
increase in the value of skim milk should 
be delayed until there has been an op¬ 
portunity to observe the market response 
to the effects of the price support change. 

There is no evidence to suggest that 
Class I sales of skim milk and lowfat 
products were affected adversely by the 
price support action. Data for 58 Federal 
order markets indicate that average 
daily sales of these products in 1971 in¬ 
creased 2.1 million pounds over such sales 
in 1970. Monthly data show no drop in 
sales following the support price change 
in the early part of 1971. Adopting a 
lower Class I butterfat differential at 
this time gives recognition to the lower 
market value now associated with but¬ 
terfat in Class I products. 

Using a single factor of 0.115 for com¬ 
puting Class n and Class m butterfat 
differentials will result in a uniform 
adjustment of class prices for butterfat 
content among the markets under con¬ 
sideration. Continuation of the several 
butterfat differential factors now in use 
would offset to some extent the benefits 
to be gained through the adoption of a 
uniform classification plan and Identical 
Class n and Class m prices for the 33 
orders. For example, if skim milk used to 
produce cottage cheese is to be priced 
uniformly among these markets, the 
same butterfat differential must apply 
under each order to such skim milk. 

A handler proposed that the butterfat 
differential factor for adjusting surplus 
prices be 0.110 rather than 0.115 as pro¬ 
posed by cooperatives. Proponent indi¬ 
cated that in disposing of surplus cream 
handlers usually are not able to recover 
their cost of such cream under the order. 
A Class IT-Class HI butterfat differential 
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factor of 0.110, it was argued, would pro¬ 
vide handlers with some price relief in 
this circumstance. 

The record does not indicate that the 
adoption of 0.115 as the butterfat differ¬ 
ential factor for pricing surplus milk will 
hinder the removal of surplus butterfat 
from the fluid market. Of the 33 orders, 
22 now use a factor of 0.115, and one uses 
a factor of 0.120, for pricing surplus milk. 
The handler proposing the 0.110 factor 
was the only opponent of the 0.115 fac¬ 
tor proposed by cooperatives. The great 
majority of residual butterfat is disposed 
of by the cooperatives rather than han¬ 
dlers. It must be concluded that the adop¬ 
tion of the handler's proposal under 
present marketing conditions would re¬ 
turn to producers in most cases less than 
the obtainable market value for butter¬ 
fat not needed for Class I purposes. 

As indicated, the butterfat differential 
to producers under 23 of the 33 orders 
reflects the weighted value of butterfat 
in the class uses. Inasmuch as producers 
favor this method of reflecting skim milk 
and butterfat values in their pay prices, 
this pricing arrangement should be ex¬ 
tended to the other 10 orders. Since the 
same butterfat differential would be used 
in adjusting each of the class prices, 
there is no actual need, of course, for any 
provision in the order for weighting the 
values of butterfat in the three classes in 
determining the producer butterfat 
differential. 

With the use of a single butterfat dif¬ 
ferential for adjusting all prices under 
the order, it is necessary that each order 
provide only for a producer butterfat 
differential. No handler butterfat differ¬ 
entials need be set forth as such in the 
order, nor is there any need for pooling 
butterfat values in each class. All pro¬ 
ducer butterfat would be priced to all 
handlers at the same level regardless of 
the class in which used. The proposed re¬ 
vised orders attached hereto have been 
drafted accordingly. 

Under the new pricing arrangement, 
the single butterfat differential for the 
current month should be based upon but¬ 
ter prices for such month and should be 
announced by the fifth day of the follow¬ 
ing month. This represents a change only 
for the pricing of Class I milk. The Class 
I butterfat differentials are now based 
on butter prices prevailing during the 
preceding month and are announced by 
the fifth day of the current month. With 
the use of a single butterfat differential 
factor in adjusting all milk prices, as 
adopted herein, there appears to be no 
need for announcing more than one but¬ 
terfat differential, or for doing so before 
the end of the month in which it applies. 
The average butter price changes very 
little from month to month, and changes 
that do occur result in relatively limited 
changes in the butterfat differential. 
Each change in the price of butter is 
readily seen by following the daily quota¬ 
tions for butter. In the absence of regula¬ 
tion, such information would be the best 
available for determining trends in but¬ 
ter prices and should be adequate for this 
purpose under regulation. 
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It is recognized that the basic formula 
price of these orders is determined by ad¬ 
justing the average Minnesota-Wiscon- 
sin price at test to a 3.5 percent butterfat 
basis by using a factor of 0.120 times the 
average Chicago butter price. The appro¬ 
priateness of such factor for this purpose 
was not considered at the hearing and no 
consideration is given in this decision to 
changing this factor for such purpose. 
Moreover, since this method of determin¬ 
ing the basic formula price is now used 
under all Federal milk orders throughout 
the country, it would appear that any 
change in this butterfat differential fac¬ 
tor should be considered simultaneously 
in all orders. 

6. Advance announcement of prices for 
surplus milk. The proposal by handlers 
to announce order prices for surplus milk 
at the beginning of the month rather 
than at the end of the month during 
which the prices apply should not be 
adopted. 

Under the present orders, the prices 
for surplus milk are announced by the 
fifth day of each month. Such prices ap¬ 
ply to producer milk delivered to han¬ 
dlers during the preceding month. 

The national association of fluid milk 
and ice cream processors proposed that 
the class prices to be applicable in a par¬ 
ticular month to surplus milk be an¬ 
nounced by the fifth day of such month. 
Handlers stated that under the present 
announcement procedure they are often 
disadvantaged by not knowing the costs 
of producer milk for manufacturing use 
until after the end of the month in which 
the milk is processed. They claimed that 
when there is a significant increase in the 
order price, the delayed notice of the in¬ 
crease prevents them from making cor¬ 
responding adjustments in their resale 
prices on a timely basis. Proponents’ in¬ 
terest in advance pricing related essen¬ 
tially to the prices that would be appli¬ 
cable to cottage cheese, cream products, 
yogurt and frozen desserts, the principal 
Class II and Class m products processed 
by such handlers. 

For the regulated handler processing 
producer milk into butter, nonfat dry 
milk and Cheddar cheese, however, ad¬ 
vance announcement of the applicable 
class price could place him at a competi¬ 
tive disadvantage on his sales of these 
manufactured products. As indicated 
earlier, the surplus prices under the re¬ 
vised classification plan would be based 
on the prices paid for manufacturing 
grade milk in Minnesota and Wisconsin. 
These prices are closely related to the 
market values of Cheddar cheese, nonfat 
dry milk and butter, the principal uses 
for such milk in the month of delivery 
of the raw milk. These product prices are 
established on a regular basis in a mar¬ 
ket that is national in scope. The manu¬ 
facturers of ungraded milk are fully 
aware of the movements of these product 
prices, which are published weekly, and 
can adjust their pay prices for milk in 
response to changes in the prices for the 
finished products. Regulated handlers 
who are processing these particular prod¬ 
ucts must compete in the same national 


market in which the processors of manu¬ 
facturing grade milk are competing and 
the same product price information is 
available to them. 

In most of the markets under consid¬ 
eration, substantial quantities of milk 
are disposed of by regulated handlers in 
the form of butter, nonfat dry milk or 
cheese. In 1970 over one billion pounds 
of milk, or 88 percent of the market’s 
total Class n use, were so disposed of by 
handlers in the Minneapolis-St. Paul 
market. In the Minnesota-North Dakota, 
southeastern Minnesota-northern Iowa, 
Duluth-Superior, Cedar Rapids-Iowa 
City, eastern South Dakota. Oklahoma 
Metropolitan and north central Iowa 
markets, over 80 percent of each mar¬ 
ket’s total Class n milk was used that 
year in manufacturing these products. 
Although lesser quantities of milk were 
used in such products in the other mar¬ 
kets, only in four markets (Memphis, 
Fort Smith, central west Texas and Rio 
Grande Valley) did such uses represent 
less than 20 percent of the total Class II 
use for each market. Thus, handlers in 
most of the 33 markets have a very defi¬ 
nite interest in the relationship of the 
applicable class price with prices being 
paid currently for manufacturing grade 
milk. Accordingly, the prices paid by reg¬ 
ulated handlers for Class HI milk should 
correspond very closely with the pay 
prices during the month of delivery for 
manufacturing grade milk if these han¬ 
dlers are to be competitive in the sale of 
the principal surplus products. 

The same considerations are involved 
in the case of an advance announcement 
of prices for milk used in the proposed 
Class II products. The influence of the 
manufacturing milk price level on the 
competitive relationship of producer 
milk for Class n uses is similar to that 
for producer milk used in the proposed 
Class in products. Therefore, the prices 
for Class n milk should be announced 
on the same basis as the price for Class 
IH milk. 

In connection with the announcement 
of surplus prices, a comment should be 
made concerning the transition from the 
present pricing provisions to the new 
ones adopted herein. It is intended that 
the present surplus prices apply to pro¬ 
ducer milk delivered to handlers during 
the last month under the present clas¬ 
sification and pricing scheme. Clarifica¬ 
tion of this point is pertinent since such 
prices would be announced following the 
effective date of the new pricing provi¬ 
sions. 

7. Treatment of filled milk under the 
Minneapolis-St. Paul and southeastern 
Minnesota-northern Iowa orders. The 
Minneapolis-St. Paul, and southeastern 
Minnesota-northern Iowa orders should 
be changed to provide that the skim milk 
ingredient of ‘’filled milk" shall be classi¬ 
fied and priced as Class I milk. 

The provisions provided herein are 
substantially those wiiich were proposed 
for consideration at the hearing by a co¬ 
operative association operating in these 
markets. 

In 1968, proposals to classify and price 
the skim milk component of filled milk 
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were considered for most orders at a 
hearing held in Memphis, Tenn. The 
decision resulting from the hearing 
classified the skim milk component of 
filled milk in the same way as the skim 
milk component of natural milk. It pro¬ 
vided a means of equating the cost of 
skim milk in filled milk if it originates 
from sources other than producer milk 
with the cost if derived from producer 
milk. 

At the time of the 1968 hearing, the 
southeastern Minnesota-northern Iowa 
order had not been issued, and the Min- 
neapolis-St. Paul order could not be 
amended in this respect because of a 
marketing area expansion to which the 
filled milk hearing did not apply. As a re¬ 
sult, these orders do not contain the uni¬ 
form provisions dealing with filled milk 
provided in all other Federal milk orders. 

Filled milk is a combination of skim 
milk and vegetable fat or oil in about the 
same proportions as the skim milk and 
milk fat in whole milk. Well over 90 per¬ 
cent of the product is skim milk. In most 
filled milk, the skim milk portion is fresh 
fluid skim milk separated from whole 
milk. Some filled milk contains recon¬ 
stituted fluid skim milk prepared from a 
concentrated product such as nonfat dry 
milk. Whether made from vegetable fat 
and fresh or reconstituted skim milk or 
any combination of the two, filled milk 
resembles whole milk in appearance. 

Regulated handlers disposing of filled 
milk make a substantial savings in cost 
by substituting vegetable fat or oil for 
butterfat. This is the main incentive for 
the marketing of filled milk. While the 
difference in cost between vegetable fat 
and butterfat is not an issue at this hear¬ 
ing, it is relevant to the extent that it 
explains the profit motivation for mar¬ 
keting the product relative to the mar¬ 
keting of natural milk. 

At the present time, no filled milk is 
distributed in the Minneapolis-St. Paul 
and Southeastern Minnesota-Northern 
Iowa marketing areas. In those regulated 
markets where filled milk is distributed, 
it moves in the same channels as whole 
milk. It is distributed by the same han¬ 
dlers in the course of their regular busi¬ 
ness through the same outlets for natural 
milk and in the same types of containers. 

Filled milk, if disposed of in either 
the Minneapolis-St. Paul or the South¬ 
eastern Minnesota-Northern Iowa mar¬ 
keting area, would directly burden, 
obstruct, or affect interstate commerce in 
milk and milk products. It previously has 
been determined (at the time of the 
promulgation of each of these orders) 
that all milk marketed in each market¬ 
ing area is in the current of interstate 
commerce or directly burdens, obstructs, 
or affects interstate commerce in milk 
and milk products. 

Filled milk is in content substantially 
a product of milk and competes for the 
same sales outlets as milk. It follow’s, 
therefore, that the marketing of the milk 
ingredients in filled milk in either of the 
two markets would burden, obstruct, or 
affect interstate commerce in milk and 
milk products. Tills would be equally 
true whether the marketing of filled 
milk were by a fully regulated plant or by 
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a plant not fully regulated because both 
would compete for similar outlets in the 
market. 

Also, manufactured milk products are 
sometimes used in the production of filled 
milk. Manufactured milk products move 
in interstate commerce and compete in 
the national market, regardless of where 
the milk is produced. Therefore, manu¬ 
factured milk products, if used in the 
production of filled milk for disposition 
in either the Minneapolis-St. Paul or 
Southeastern Minnesota-Northern Iowa 
market, likewise would burden, obstruct, 
or affect interstate commerce in milk 
and its products. 

The sale of filled milk in interstate 
commerce is prohibited by the Federal 
Filled Milk Act. Nevertheless, intrastate 
commerce in filled milk would burden, 
obstruct, and affect interstate commerce 
in milk and milk products regulated by 
the two orders. 

The classification of the dairy in¬ 
gredients of filled milk is a proper con¬ 
sideration derived from the Agricultural 
Marketing Agreement Act. As stated in 
the decision resulting from the filled milk 
hearing in Memphis, Tenn., the “specific 
language of the Act with respect to 
classification is that each order shall con¬ 
tain terms “• • • classifying milk in 
accordance with the form in which or 
the purpose for which it is used • • 

In applying the language of the Act we 
here consider the form and purpose of 
use for both filled milk and the milk 
ingredient content of the filled milk. 

“The form of filled milk and the pur¬ 
pose for which it is used are the same as 
the form and purpose of use of whole 
milk. Filled milk, just as whole milk, is 
disposed of in fluid form. It is marketed 
by handlers in the same types of pack¬ 
ages and in the same trade channels as 
the whole milk they market, and is 
mainly intended as a beverage substitute 
for milk. 

“Similarly, the fluid skim milk content 
of the filled milk is in the same form as 
skim milk in whole milk and serves the 
same purpose, providing in each case the 
main body of the product thereby mak¬ 
ing it a milk beverage. The addition of 
the nonmilk ingredients, principally veg¬ 
etable fat or oil and stabilizers, does not 
alter the basis for Class I classification. 
The addition of nonmilk ingredients in 
fluid milk products is not a new develop¬ 
ment. The addition of vegetable fat does 
not involve an essentially different con¬ 
sideration from that for other Class I 
fluid milk products to which a flavoring 
ingredient, such as chocolate (which also 
contains nonmilk fat) has been added. 

“For purpose of illustration, a prod¬ 
uct within the ‘fluid milk product* cate¬ 
gory containing a nonmilk additive is 
chocolate milk. The additive is not con¬ 
sidered as changing the form of this 
product so that it is no longer a fluid 
milk product. For the purposes of classi¬ 
fication, the flavoring material has never 
been regarded as significant in deter¬ 
mining the form of the product or as a 
basis for altering its classification. 

“The same reasoning applies in the 
case of filled milk—that the additives do 
not change significantly the form or the 
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purpose of use and therefore do not con¬ 
stitute a basis for classification other 
than in Class I. 

“The product ‘filled milk’ therefore 
should be classified, for the purpose of 
pricing under the orders, in the same 
manner as whole milk. As in the case of 
other fluid milk products containing 
some nonmilk ingredients, the classifica¬ 
tion would apply only to the milk in¬ 
gredients in the product.*’ 

No opposition to the filled milk pro¬ 
posal was expressed at the hearing or in 
briefs submitted by interested parties. 

Based on the testimony of proponent, 
which related specifically to the Minne¬ 
apolis-St. Paul and southeastern Minne¬ 
sota-northern Iowa orders, it is found 
that the above findings from the Mem¬ 
phis decision are equally applicable to 
this proceeding. Accordingly, they serve 
as the basis for concluding that the milk 
ingredients of filled milk should be clas¬ 
sified and priced under the two orders as 
Class I milk. 

Proponent testified also that filled 
milk may be made by combining recon¬ 
stituted skim milk with vegetable fat 
and other minor ingredients. Reconsti¬ 
tuted skim milk commonly is made from 
nonfat dry milk to which water is added 
to return it essentially to a form and 
consistency similar to fresh skim milk. 
Its potential as a disruptive influence on 
the market for producer milk is substan¬ 
tial, however, since the disposition of 
any Class I product that has been priced 
at the surplus price level undermines the 
classified pricing system. 

As was found in the filled milk de¬ 
cision referred to earlier, filled milk 
made from reconstituted skim milk is, 
from a marketing standpoint, essentially 
similar to filled milk made from fresh 
skim milk. It is a competitor of whole 
milk at the consumer level. Therefore, 
reconstituted skim milk in filled milk, 
as in other fluid milk products, should 
be classified and priced on the same basis 
as all other fluid milk products to 
achieve uniformity in the pricing of milk 
for similar uses. 

Federal milk orders, including the 
Minneapolis-St. Paul and southeastern 
Minnesota-northern Iowa orders, have 
contained for some time specific pro¬ 
visions dealing with the disposition by a 
regulated handler of other fluid milk 
products reconstituted from nonfluid 
milk products. The issue of proper classi¬ 
fication and charge for such use of non¬ 
fluid milk products to produce products 
for Class I disposition was dealt with for 
most orders in the compensatory pay¬ 
ment decisions referred to earlier in this 
decision. The findings and conclusions 
that relate to the reconstitution of milk 
appeared at 29 F.R. 9010. The regulatory 
treatment of reconstituted products that 
is described in the compensatory pay¬ 
ment decisions and reiterated in the later 
filled milk decision is appropriately ap¬ 
plicable to any reconstituted skim milk 
used in filled milk that may be disposed 
of in the Minneapolis-St. Paul and 
southeastern Minnesota-northern Iowa 
marketing areas. 

It should be noted that these two or¬ 
ders now provide that a producer- 
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handler would lose his status as such and 
become a fully regulated handler if he 
disposes of fluid milk products made from 
reconstituted skim milk. Since the fluid 
milk product definition would include 
filled milk under the amendments 
adopted herein, loss of producer-handler 
status would result also from the sale of 
reconstituted filled milk. 

A definition of filled milk should be 
provided in the two orders to meet the 
specific needs of order regulation, and for 
such purpose only. This definition, which 
would be identical to the filled milk defi¬ 
nition in all other orders, should be as 
follows: 

“Pilled milk” means any combination of 
nonmilk fat (or oil) with skim milk (whether 
fresh, cultured, reconstituted, or modified by 
the addition of nonfat milk soilds), with or 
without mUkfat, so that the product (includ¬ 
ing stabilizers, emulsifiers, or flavoring) re¬ 
sembles milk or any other fluid milk product, 
and contains less than 6 percent nonmilk fat 
(or oil). 

The term “filled milk” is not intended 
to include skim milk marketed in a form 
or for a purpose specifically excluded 
from the fluid milk product definition of 
either order. For example, evaporated 
milk is a use of skim milk and butterfat 
not treated as a fluid milk product in 
either order. If a product containing skim 
milk and any amount of vegetable fat 
were marketed in the same form and 
manner as evaporated milk, it would be 
excluded from the term “filled milk.” 

The regulatory treatment of filled milk 
adopted herein requires numerous con¬ 
forming changes throughout the order. 
Accordingly, all the conforming changes 
found necessary on the basis of the 
Memphis hearing to implement the filled 
milk amendments are incorporated here¬ 
in wherever applicable. 

8. A uniform "equivalent price ” pro- 
vision. Each of the 33 orders included in 
this proceeding should be amended to the 
extent necessary to provide identical 
language for determining an equivalent 
price, or price constituent, when a price 
or price constituent is not available as 
prescribed by the order. 

At present, all of the 33 orders except 
the Minnesota-North Dakota order pro¬ 
vide for computing an equivalent price 
as needed. Such provisions are not identi¬ 
cal, however, among the orders. A dairy 
division proposal for a uniform equiv¬ 
alent price provision under each order 
was supported by a witness for the Na¬ 
tional Milk Producers Federation. 

An equivalent price provision is neces¬ 
sary in each of the orders to provide a 
price, or price constituent, in cases where 
published prices, indexes, quotations, or 
other pricing constituents as prescribed 
by the order are not available. It insures 
that basic formula prices, class prices, 
and butterfat differentials can be com¬ 
puted, as prescribed, in emergency situa¬ 
tions without interruption. 

All the orders now rely on butter price 
quotations for computing butterfat dif¬ 
ferentials. All rely on the Minnesota- 
Wlsconsin price series for computing the 
basic formula price and Class I prices. 
As proposed herein, this price series 
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would be used also in establishing Class 
II and Class m prices under each order. 

Under unusual circumstances, these 
published prices and price constituents 
might not be available for use in com¬ 
puting order prices. If there were insuf¬ 
ficient trading during the month in 
butter, for example, or if the specific 
butter price quotations were discontin¬ 
ued, the prescribed butterfat differentials 
could not be computed without an equiv¬ 
alent price provision. By providing for 
the determination of an equivalent price 
as needed, the Department is in a posi¬ 
tion to draw on comprehensive resource 
data to assure that the computation of 
the basic formula price, the class prices, 
or the butterfat differentials is not inter¬ 
rupted by the contingencies cited. 

For these reasons, it is concluded that 
the Minnesota-North Dakota order 
should provide for the determination of 
an equivalent price in the same manner 
as the other orders included in this 
proceeding. 

In providing for a determination of 
equivalent price, the same objective is 
sought for each order. It is appropriate, 
therefore, to provide for identical pro¬ 
visions in each order. Then, if a deter¬ 
mination had to be made for more than 
one order simultaneously, there would 
be no question as to the applicability of 
the determination to each order. 

Accordingly, the equivalent price pro¬ 
vision in each order should be stated 
as follows: 

If for any reason a price or pricing con¬ 
stituent required by this part for computing 
class prices or for other purposes Is not avail¬ 
able as prescribed In this part, the market 
administrator shall use a price or pricing 
constituent determined by the Secretary to 
be equivalent to the price or pricing constitu¬ 
ent that Is required. 

A corollary change should be made in 
the Class I price provisions of the Neosho 
Valley order. This order provides that the 
Class I price shall be based in part on 
the Class I price “under Part 1067 of this 
chapter regulating the handling of milk 
in the Ozarks marketing area.” At the 
time the Ozarks order was merged with 
the St. Louis order, a determination of 
equivalent price was issued for the Neo¬ 
sho Valley order (33 F.R. 15107) which 
stated in part that: 

For the purpose of computing the Neosho 
Valley Class I price, the Class I price an¬ 
nounced for Zone 1 under the St. Louls- 
Ozarks milk order (Part 1062) will be equiv¬ 
alent to the price specified In § 1071.51(a) (2) 
of the Neosho Valley order and should be 
used in lieu thereof in computation of the 
Class I price of the Neosho Valley order until 
such time as the Neosho Valley order may be 
amended. 

This determination of equivalent price, 
which was issued in October 1968, is 
still in effect. This proceeding affords an 
opportunity to amend the Neosho Valley 
order as prescribed in the determination. 
Thus, the order language quoted earlier 
should be revised to read “under Part 
1062 of this chapter regulating the han¬ 
dling of milk in the St. Louis-Ozarks 
marketing area.” 


Rulings on Proposed Findings 
and Conclusions 

Briefs and proposed findings and con¬ 
clusions were filed on behalf of certain 
interested parties. These briefs, proposed 
findings and conclusions and the evi¬ 
dence in the record were considered in 
making the findings and conclusions set 
forth above. To the extent that the sug¬ 
gested findings and conclusions filed by 
interested parties are inconsistent with 
the findings and conclusions set forth 
herein, the requests to make such find¬ 
ings or reach such conclusions are denied 
for the reasons previously stated in this 
decision. 

General Findings 

The findings and determinations here¬ 
inafter set forth are supplementary and 
in addition to the findings and determi¬ 
nations previously made in connection 
with the issuance of each of the afore¬ 
said orders and of the previously issued 
amendments thereto; and all of said 
previous findings and determinations 
are hereby ratified and affirmed, except 
insofar as such findings and determina¬ 
tions may be in conflict with the findings 
and determinations set forth herein. 

The following findings are hereby 
made with respect to each of the afore¬ 
said tentative marketing agreements and 
orders: 

(a) The tentative marketing agree¬ 
ment and the order, as hereby proposed 
to be amended, and all of the terms and 
conditions thereof, will tend to effectuate 
the declared policy of the Act; 

(b> The parity prices of milk as de¬ 
termined pursuant to section 2 of the 
Act are not reasonable in view of the 
price of feeds, available supplies of feeds, 
and other economic conditions which 
affect market supply and demand for 
milk in the marketing area, and the 
minimum prices specified in the tenta¬ 
tive marketing agreement and the order, 
as hereby proposed to be amended, are 
such prices as will reflect the aforesaid 
factors, insure a sufficient quantity of 
pure and wholesome milk, and be in 
the public interest; and 

(c) The tentative marketing agree¬ 
ment and the order, as hereby proposed 
to be amended, will regulate the han¬ 
dling of milk in the same manner as, 
and will be applicable only to persons in 
the respective classes of industrial and 
commercial activity specified in, a 
marketing agreement upon which a 
hearing has been held. 

Recommended Marketing Agreement 
and Order Amending the Order 

The recommended marketing agree¬ 
ments are not included in this decision 
because the regulatory provisions there¬ 
of would be the same as those contained 
in the orders, as hereby proposed to be 
amended. The following order amend¬ 
ing the orders, as amended, regulating 
the handling of milk in the aforesaid 
marketing areas is recommended as the 
detailed and appropriate means by 
which the foregoing conclusions may be 
carried out: 
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PART 1104—MILK IN RED RIVER 
VALLEY MARKETING AREA 

Subpart—Order Regulating Handling 

General Provisions 


Sec. 

1104.1 General provisions. 

Definitions 

1104.2 Red River Valley marketing area. 

1104.3 Route disposition. 

1104.4 (Reserved] 

1104.5 Distributing plant. 

1104.6 Supply plant. 

1104.7 Pool plant. 

1104.8 Nonpool plant. 

1104.9 Handler. 

1104.10 Producer-handler. 

1104.11 [Reserved] 

1104.12 Producer. 

1104.13 Producer milk. 

1104.14 Other source milk. 

1104.15 Fluid milk product. 

1104.16 Fluid cream product. 

1104.17 Filled milk. 

1104.18 Cooperative association. 

Handler Reports 

1104.30 Reports of receipts and utilization. 

1104.31 Payroll reports. 

1104.32 Other reports. 

Classification of Milk 

1104.40 Classes of utilization. 

1104.41 Shrinkage. 

1104.42 Classification of transfers and diver¬ 

sions. 

1104.43 General classification rules. 

1104.44 Classification of producer milk. 

1104.45 Market administrator’s reports and 

announcements concerning classi¬ 
fication. 

Class Prices 

1104.50 Class prices. 

1104.51 [Reserved] 

1104.52 Plant location adjustments for han¬ 

dlers. 

1104.53 Announcement of class prices. 

1104.54 Equivalent price. 

Uniform Price 

1104.60 Handler’s value of milk for comput¬ 

ing uniform price. 

1104.61 Computation of uniform price. 

1104.62 Announcement of uniform price and 

butterfat differential. 

Payments for Milk 

1104.70 Producer-settlement fund. 

1104.71 Payments to the producer-settle¬ 

ment fund. 

1104.72 Payments from the producer-settle¬ 

ment fund. 

1104.73 Payments to producers and to co¬ 

operative associations. 

1104.74 Butterfat differential. 

1104.75 Plant location adjustments for pro¬ 

ducers and on nonpool milk. 

1104.76 Payments by handler operating a 

partially regulated distributing 
plant. 

1104.77 Adjustment of accounts. 

Administrative Assessment and 
Marketing Service Deduction 

1104.85 Assessment for order administra¬ 

tion. 

1104.86 Deduction for marketing services. 
Authority: The provisions of this Part 

1104 issued under Secs. 1-19, 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 

General Provisions 
§ 1101.1 General provisions. 

The terms, definitions, and provisions 
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incorporated by reference and made a 
part of tills order. 

Definitions 

§1104.2 Red River Valley marketing 
area. 

“Red River Valley marketing area”, 
hereinafter called “the marketing area”, 
means all territory within the following 
counties, including all municipal corpo¬ 
rations; Federal reservations, facilities, 
and installations; and State institutions 
located therein: 

Oklahoma Counties 


Bryan. 

Johnston. 

Caddo. 

Kiowa. 

Carter. 

Love. 

Choctaw. 

Marshall. 

Comanohc. 

Murray. 

Cotton. 

Pushmataha. 

Grady. 

Stephens. 

Jackson. 

Tillman. 

Jefferson. 

Texas Counties 

Archer. 

Montague. 

Baylor. 

Wichita. 

Clay. 

Hardeman. 

Wilbarger. 

§ 1104.3 

Route disposition. 


“Route disposition” means any delivery 
(including any delivery by a vendor or 
disposition at a plant store) of any fluid 
milk product classified as Class I milk, 
other than a delivery to a milk or filled 
milk plant. 

§ 1104.4 [Reserved] 

§1104.5 Distributing plant. 

“Distributing plant” means all the 
buildings, premises, and facilities of a 
plant: 

(a) Approved by a duly constituted 
health authority for the handling of 
milk approved for fluid consumption; 

(b) In which fluid milk products are 
processed or packaged; and 

(c) From which there is route dispo¬ 
sition of fluid milk products. 

§ 1104.6 Supply plant. 

“Supply plant” means a plant from 
which fluid milk products are trans¬ 
ferred to a distributing plant (s) during 
the month. 

§ 1104.7 Pool plant. 

Except as provided in paragraph (c) 
of tills section, “pool plant” means a 
plant specified in paragraph (a) or (b) 
of this section: 

(a) A distributing plant from which 
during the month there is: 

(1) Total route disposition of fluid 
milk products (except filled milk) in an 
amount not less than 50 percent of the 
total quantity of fluid milk products (ex¬ 
cept filled milk) received at the plant or 
diverted to a nonpool plant by the plant 
operator under the limitations of 
§ 1104.13; and 

(2) Route disposition of fluid milk 
products (except filled milk) in the 
marketing area in an amount not less 
than 15 percent of the total route dis¬ 
position of the plant. 

(b) A supply plant from which fluid 
milk products (except filled milk) are 
transferred during the month to a 
plant(s) described in paragraph (a) of 
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this section in an amount not less than 
50 percent of milk received at the sup¬ 
ply plant from dairy farmers who would 
be eligible as producers under § 1104.12 
if such plant qualifies pursuant to this 
paragraph and milk of such dairy farm¬ 
ers diverted from such plant by the plant 
operator. Any plant that qualifies under 
this paragraph during each of the 
months of September through Decem¬ 
ber shall continue so qualified in each of 
the following months of January through 
August until any month of such period in 
which less than 20 percent of the plant 
receipts and diverted milk specified pre¬ 
viously herein is transferred to plants 
described in paragraph (a) of this sec¬ 
tion. A plant not meeting such 20 percent 
requirement in any month of such 
January-August period shall be qualified 
under this paragraph in any remaining 
month of the year only if transfers of 
fluid milk products (except filled milk) 
from the plant during the month to 
plant(s) described in paragraph (a) of 
this section are at least 50 percent of the 
plant receipts and diverted milk specified 
previously herein. 

(c) The term “pool plant” shall not 
apply to the following plants: 

(1) A producer-handler plant: 

(2) A distributing plant meeting the 
requirements of paragraph (a) of this 
section which also meets the pooling re¬ 
quirements of an other Federal order 
and from which, the Secretary deter¬ 
mines, there is a greater quantity of route 
disposition, except filled milk, in such 
other Federal order marketing area than 
in this marketing area, except that if 
such plant was subject to all the provi¬ 
sions of this part in the immediately pre¬ 
ceding month, it shall continue to be 
subject to all the provisions of this part 
until the third consecutive month in 
which a greater proportion of its route 
disposition, except filled milk, is made in 
such other marketing area unless, not¬ 
withstanding the provisions of this sub- 
paragraph. it is regulated under such 
other order. On the basis of a written 
application made by the plant operator 
at least 15 days prior to the date for 
which a determination of the Secretary 
is to be effective, the Secretary may de¬ 
termine that the route dispositions in the 
respective marketing areas to be used for 
purposes of this subparagraph shall ex¬ 
clude (for a specified period of time) 
route disposition made under limited 
term contracts to governmental bases 
and institution; 

(3) A distributing plant meeting the 
requirements of paragraph (a) of tills 
section which also meets the pooling re¬ 
quirements of another Federal order and 
from which, the Secretary determines, 
there Is a greater quantity of route dis¬ 
position, except filled milk, during the 
month in this marketing area than in 
such other Federal order marketing area 
but which plant is, nevertheless, fully 
regulated under such other Federal 
order; or 

(4) A supply plant meeting the re¬ 
quirements of paragraph (b) of this sec¬ 
tion which also meets the pooling 
requirements of another Federal order 
and from which greater qualifying ship¬ 
ments are made during the month to 
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plants regulated under such other order 
than are made to plants regulated under 
this part. 

§1104.8 Nonpool plant. 

“Nonpool plant” means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant” means a plant 
that is fully subject to the pricing and 
]X)oling provisions of another order is¬ 
sued pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) issued pursuant to the Act. 

<c) “Partially regulated distributing 
plant” means a nonpool plant, except an 
other order plant or a producer-handler 
plant, from which there is route disposi¬ 
tion in the marketing area in consumer- 
type packages or dispenser units during 
the month. 

(d) “Unregulated supply plant” means 
a nonpool plant from which fluid milk 
products are moved during the month to 
a pool plant qualified pursuant to 
§ 1104.7 and which is not an other order 
plant or a producer-handler plant. 

§ 1101.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of one or more pool plants; 

(b) A cooperative association with re¬ 
spect to the milk of producers diverted 
for the account of such association pur¬ 
suant to § 1104.13; 

(c) A cooperative association with re¬ 
spect to milk of its member producers 
picked up at the farm for delivery to the 
pool plant of another handler in a tank 
truck owned or operated by such asso¬ 
ciation, or under the control of such as¬ 
sociation, by contract or otherwise, to 
the extent that such association super¬ 
vises and controls the determination of 
farm weights and tests of the milk of 
each of such member producers; 

(d) Any person who operates a par¬ 
tially regulated distributing plant; 

(e) A producer-handler; and 

(f) Any person who operates an other 
order plant described in § 1104.7(c> 

§ 1104.10 Producer-handler. 

“Producer-handler” means any person 
who produces milk and who operates a 
plant from w r hich the route disposition 
in the marketing area does not exceed 
such person's own production and fluid 
milk products received from a pool plant 
regulated under either this Part or Part 
1106 regulating the handling of milk in 
the Oklahoma Metropolitan marketing 
area. 

§ 1104.11 [ Reserved 1 

§ 1104.12 Producer. 

(a) Except as provided in paragraph 

(b) of this section, “producer” means 
any person who produces milk approved 
for fluid consumption by a duly consti¬ 
tuted health authority, which milk is: 

(1) Received at a pool plant; or 

(2) Diverted pursuant to § 1104.13 by 
a handler for his account. 
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(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to a 
pool plant from an other order plant if 
the other order designates such person as 
a producer under that order and such 
milk is allocated pursuant to § 1104.44 to 
Class n or Class III utilization; and 

(3) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if the 
other order designates such person as a 
producer under that order with respect to 
such milk. 

§1104.13 Producer ntilk. 

“Producer milk” means skim milk and 
butterfat in milk from producers that is: 

(a) Received by the operator of a pool 
plant at such pool plant from producers: 

(b) Received by the operator of a pool 
plant at such pool plant from a handler 
described in § 1104.9(c); 

(c) Diverted by the operator of a pool 
plant from such pool plant to a non¬ 
pool plant that is not a producer-handler 
plant, subject to the conditions of para¬ 
graph (f) of this section; 

(d) Received from producers by a 
handler described in § 1104.9(c) in an 
amount in excess of the quantity deliv¬ 
ered by such handler to pool plants pur¬ 
suant to paragraph (b) of this section; or 

(e) Diverted by a cooperative associa¬ 
tion for its account from the pool plant 
of another handler to a nonpool plant 
that is not a producer-handler plant, 
subject to the conditions of paragraph 

(f) of this section; 

if) Milk diverted from a pool plant to 
a nonpool plant shall be subject to the 
following conditions: 

(1) A cooperative association may 
divert for its account, subject to the con¬ 
ditions of subparagraph (3) of this para¬ 
graph, a total quantity of milk not in 
excess of total milk of its member-pro¬ 
ducers received at all pool plants during 
the month. Diversions in excess of such 
quantity shall not be eligible under this 
section and the diverting cooperative 
shall specify the dairy farmers whose 
diverted milk is not so eligible. If the co¬ 
operative association fails to designate 
such persons, status under this section 
shall be forfeited with respect to all milk 
diverted by such cooperative association; 

(2) The operator of a pool plant other 
than a cooperative association may di¬ 
vert for Ills account, subject to the con¬ 
ditions of subparagraph (3) of this para¬ 
graph, milk of producers not members of 
a cooperative association diverting milk 
pursuant to subparagraph (1) of this 
paragraph, in a total quantity not in 
excess of the milk of producers not mem¬ 
bers of such cooperative association re¬ 
ceived at such pool plant(s) during the 
month. Milk diverted in excess of such 
quantity shall not be eligible under this 
section and the diverting handler shall 
specify the dairy farmers whose diverted 
milk is not so eligible. If a handler fails to 
designate such persons, status under this 
section shall be forfeited with respect to 
all milk diverted by such handler; 


(3) Milk of a producer shall not be 
eligible for diversion from a pool plant 
under this section if during the month 
less than 15 percent of the total milk of 
such person as a producer is received at 
a pool plant; and 

(4) Milk qualified as producer milk 
that is diverted by a handler to a nonpool 
plant pursuant to this section shall be 
accounted for as received by the diverting 
handler at the location of the nonpool 
plant. 

§ 1104.14 Other .source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or re¬ 
presented by; 

(a) Receipts of fluid milk products and 
bulk fluid cream products from any 
source other than producers, handlers 
described in § 1104.9(c). pool plants, or 
inventory at the beginning of the month: 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1104.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
5 1104.40(b)(1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in 5 1104.40(b) (D) for 
which the handler fails to establish a 
disposition. 

§ 1104.13 Fluid milk product. 

(a) Except as provided in paragraph 
(b) of this section, “fluid milk product 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1104.40 (b) or (c)(1) (i) through 
(viii) if it contains by weight at least 
80 percent water and 6.5 percent nonfat 
milk solids and less than 9 percent but¬ 
terfat and 20 percent total solids. 

(b) The term “fluid milk product 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of 
the quantity of skim milk in an equal 
volume of an unmodified product of the 
same nature and butterfat content. 

§1104.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
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cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

§ 1104.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat (or 
oil). 

§ 1104.18 Cooperative association. 

“Cooperative association” means any 
cooperative association of producers 
which the Secretary determines: 

(a) Is qualified under the provisions 
of the Act of Congress of February 18, 
1922, as amended, known as the ‘‘Capper - 
Volstead Act”; and 

(b) Has and is exercising full author¬ 
ity in the sale of milk of its members. 

Handler Reports 

§ 1104.30 Reports of receipts and utili¬ 
zation. 

On or before the seventh day after the 
end of each month, each handler shall 
report for such month to the market ad¬ 
ministrator, in the detail and on the 
forms prescribed by the market adminis¬ 
trator, as follows: 

(a) Each handler, with respect to each 
of his pool plants, shall report the quan¬ 
tities of skim milk and butterfat con¬ 
tained in or represented by: 

(1) Receipts of producer mlik, includ¬ 
ing producer milk diverted by the handler 
from the pool plant to other plants; 

(2) Receipts of milk from handlers de¬ 
scribed in § 1104.9(c); 

(3) Receipts of fluid milk products and 
fluid cream products from other pool 
plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1104.40(b) 

(1); and 

(6) The utilization or disposition of 
all milk, filled milk, and milk products 
required to be reported pursuant to this 
paragraph. 

(b) Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports required 
by paragraph (a) of this section. Receipts 
of milk that would have been producer 
milk if the plant had been fully regulated 
shall be reported in lieu of producer milk. 
Such report shall show also the quantity 
of any reconstituted skim milk in route 
disposition in the marketing area. 

(c) Each handler described in § 1104.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of 
all such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 


tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as 
the market administrator may prescribe. 

§ 1104.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler de¬ 
scribed in § 1104.9 (a), (b), and (c) shall 
report to the market administrator his 
producer payroll for such month, in the 
detail prescribed by the market admin¬ 
istrator. showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and 
nature of any deductions, and the net 
amount paid. 

(b) Each handler operating a partial¬ 
ly regulated distributing plant who elects 
to make payment pursuant to § 1104.76 
(b) shall report for each dairy farmer 
who would have been a producer if the 
plant had been fully regulated in the 
same manner as prescribed for reports 
required by paragraph (a) of this section. 

§ 1104.32 Othw reports. 

(a) Each handler who causes milk to 
be diverted to a nonpool plant shall, prior 
to such diversion, report to the market 
administrator and to the cooperative 
association of which such producer is a 
member, his intention to divert such 
milk, the proposed date or dates of such 
diversion, and the plant to which it is to 
be diverted. 

(b) In addition to the reports required 
pursuant to §§ 1104.30 and 1104.31 and 
paragraph (a) of this section, each han¬ 
dler shall report such other information 
as the market administrator deems nec¬ 
essary to verify or establish such han¬ 
dler’s obligation under the order. 

Classification of Milk 
§ 1104.40 Classes of utilization. 

Except as provided in § 1104.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1104.30 shall be classified as follows: 

(a) Class I milk. Except as provided 
in paragraph (c) of this section, Class I 
milk shall be all skim milk and butterfat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class II or Class HI milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section, Class n 
milk shall be all skim milk and butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition of 
nonfat milk solids shall be Class n milk 
in an amount equal only to the weight of 
an equal volume of an unmodified prod¬ 
uct of the same nature and butterfat 
content; 
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(2) In packaged inventory at the end 
of the month of the products specified 
in subparagraph (1) of this paragraph; 
and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class III milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(1) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vil) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragarph 
(b)(1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of tills 
section; 

(2) In bulk fluid milk products and 
bulk fluid cream product disposed of to 
any commercial food processing estab¬ 
lishment (other than a milk or filled milk 
plant) at which food products (other 
than milk products and filled milk) are 
processed and from which there is no 
disposition of fluid milk products or fluid 
cream products other than those received 
in consumer-type packages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 
packaged form and products specified in 
paragraph (b) (1) of this section in bulk 
form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of tills 
section that are disposed of by a han¬ 
dler for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given the 
opportunity to verify such disposition; 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b) (1) of this section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class II milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1104.41(a) to the receipts specified in 
§ 1104.41(a)(2) and in shrinkage speci¬ 
fied in § 1104.41 (b) and (c). 
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§ 1104.41 Shrinkngo. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1104.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat, re¬ 
spectively, at each pool plant to the re¬ 
spective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this sec¬ 
tion on which shrinkage is allowed pur¬ 
suant to such paragraph: and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of this 
section which was received in the form 
of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursuant 
to paragraph (a) of this section to the 
receipts specified in subparagraph (1) of 
such paragraph that is not in excess of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant and milk re¬ 
ceived from a handler described in 
§ 1104.9(c)); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk 
received from a handler described in 
5 1104.9(c), except that if the operator 
of the plant to which the milk is deliv¬ 
ered purchases the milk on the basis of 
weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent. If farm 
weights and tests are not used as the 
basis for any such milk commingled in 
a tank truck with milk of producers 
who are not members of the cooperative 
association, the milk received from the 
cooperative association shall be the pro¬ 
portion of the total receipts at the plant 
that such milk was of the total receipts 
determined at the respective farms; 

(3) Plus 0.5 percent of the skim milk 
and butterfat. respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butterfat 
tests determined from farm bulk tank 
samples, the applicable percentage under 
this subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class II or Class III classi¬ 
fication is requested by the operators of 
both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class II or Class HI classification 
is requested by the handler; and 
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(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not in 
excess of the respective amounts of skim 
milk and butterfat to which percentages 
are applied in subparagraphs (1), (2). 
(4), (5), and (6) of this paragraph; and 

(c) The quantity of skim milk and but¬ 
terfat, respectively, in shrinkage of milk 
from producers for which a cooperative 
association is the handler pursuant to 
§ 1104.9 (b) or (c), but not in excess of 
0.5 percent of the skim milk and butter¬ 
fat, respectively, in such milk. If the op¬ 
erator of the plant to which the milk is 
delivered purchases such milk on the 
basis of weights determined by farm 
bulk tank calibration and butterfat tests 
determined from farm bulk tank sam¬ 
ples, the applicable percentage under this 
paragraph for the cooperative associa¬ 
tion shall be zero. 

§ 1104.42 Classification of transfers and 
diversions. 

(a) Transfers to pool plants. Skim milk 
or butterfat transferred in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to another pool 
plant shall be classified as Class I milk 
unless the operators of both plants re¬ 
quest the same classification in another 
class. In either case, the classification of 
such transfers shall be subject to the fol¬ 
lowing conditions: 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat. re¬ 
spectively, remaining in such class at the 
transferee-plant after the computations 
pursuant to § 1104.44(a) (12) and the cor¬ 
responding step of § 1104.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1104.44(a) (7) 
or the corresponding step of $ 1104.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 

(3) If the transferor-handler received 
during the month other source milk to be 
allocated pursuant to § 1104.44(a) (11) 
or (12) or the corresponding steps of 
§ 1104.44(b), the skim milk or butterfat 
so transferred, up to the total of the 
skim milk and butterfat, respectively, in 
such receipts of other source milk, shall 
not be classified as Class I milk to a 
greater extent than would be the case if 
the other source milk had been received 
at the transferee-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
apply only to the skim milk or butter¬ 
fat that is in excess of any receipts at 
the pool plant from the other order plant 
of skim milk and butterfat, respectively, 
in fluid milk products and bulk fluid 
cream products, respectively, that are in 
the same category as described in sub- 
paragraph (1), (2), or (3). of this para¬ 
graph: 


(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, clas¬ 
sification shall be in the classes to which 
allocated under the other order (in¬ 
cluding allocation under the conditions 
set forth in subparagraph (3) of this 
paragraph); 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or 
diversions in bulk form shall be classified 
as Class II or Class m milk to the ex¬ 
tent of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 

(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of establish¬ 
ing classification under this paragraph, 
classification shall be as Class I, sub¬ 
ject to adjustment when such informa¬ 
tion is available; 

(5) For purposes of this paragraph, 
if the other order provides for a differ¬ 
ent number of classes of utilization than 
is provided for under this part, skim milk 
or butterfat allocated to a class consist¬ 
ing primarily of fluid milk products shall 
be classified as Class I milk, and skim 
milk or butterfat allocated to the other 
classes shall be classified as Class m 
milk; and 

(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a fluid 
milk product under such other order, 
classification under this paragraph shall 
be in accordance with the provisions of 
§ 1104.40. 

(c) Transfers to producer-handlers. 
Skim milk or butterfat transferred in the 
following forms from a pool plant to a 
producer-handler under this or any other 
Federal order shall be classified: 

(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market administra¬ 
tor. if transferred in the form of a bulk 
fluid cream product. For this purpose, 
the producer-handler's utilization of 
skim milk and butterfat in each class, in 
series beginning with Class III. shall be 
assigned to the extent possible to his 
receipts of skim milk and butterfat, re¬ 
spectively. in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant 
or a producer-handler plant shall be 
classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply; 

(i) If the conditions described in 
(a) and (b) of this subdivision are 
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met, transfers or diversions in bulk 
form shall be classified on the basis of 
the assignment of the nonpool plant's 
utilization to its receipts as set forth in 
subdivisions (ii) through (viii) of this 
subparagraph: 

(a) The transferor-handler or diver¬ 
tor-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to § 1104.30 for the month 
within which such transaction occurred : 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the uti¬ 
lization of all skim milk and butterfat 
received at such plant which are made 
available for verification purposes if re¬ 
quested by the market administrator; 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of pack¬ 
aged fluid milk products from such non¬ 
pool plant to plants fully regulated 
thereunder shall be assigned to the ex¬ 
tent possible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool 
plant from pool plants; 

(b) Pro rata to any remaining unas¬ 
signed receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant 
from pool plants; and 

(d) Pro rata to any remaining unas¬ 
signed receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(iii) Any remaining Class I disposi¬ 
tion of packaged fluid milk products 
from the nonpool plant shall be as¬ 
signed to the extent possible pro rata 
to any remaining unassigned receipts 
of packaged fluid milk products at such 
nonpool plant from pool plants and other 
order plants; 

(iv) Transfers of bulk fluid milk 
products from the nonpool plant to a 
plant fully regulated under any Federal 
milk order, to the extent that such trans¬ 
fers to the regulated plant exceed re¬ 
ceipts of fluid milk products from such 
plant and are allocated to Class I at the 
transferee-plant, shall be assigned to 
the extent possible in the following se¬ 
quence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from 
pool plants; and 

(b) Pro rata to any remaining un¬ 
assigned receipts of fluid milk products 
at such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence: 

(a) To such nonpool plant’s receipts 
from dairy fanners who the market ad¬ 
ministrator determines constitute regu¬ 
lar sources of Grade A milk for such 
nonpool plant; and 

<b) To such non pool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of 


Grade A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent possible 
first to any remaining Class I utilization, 
then to Class in utilization, and then 
to Class II utilization at such nonpool 
plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, to 
the extent possible first to any remain¬ 
ing Class m utilization, then to any re¬ 
maining Class n utilization, and then to 
Class I utilization at such nonpool plant; 
and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a 
plant not fully regulated under any Fed¬ 
eral milk order shall be classified on the 
basis of the second plant’s utilization 
using the same assignment priorities at 
the second plant that are set forth in 
this subparagraph. 

§ 1104.43 General classification rules* 

In determining the classification of 
producer milk pursuant to § 1104.44, the 
following rules shall apply: 

(a) Each month the market adminis¬ 
trator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to § 1104.30 and shall compute 
separately for each pool plant and for 
each cooperative association with re¬ 
spect to milk for w f hich it 1s the handler 
pursuant to § 1104.9 (b) or (c) the 
pounds of skim milk and butterfat. re¬ 
spectively, in each class in accordance 
with §§ 1104.40, 1104.41, and 1104.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are to 
be considered under this part as used or 
disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer milk 
for which a cooperative association is 
the handler pursuant to § 1104.9 (b) or 

(c) shall be determined separately from 
the operations of any pool plant operated 
by such cooperative association. 

§ 1104.14 Classification of producer 
milk. 

For each month the market adminis¬ 
trator shall determine the classification 
of producer milk of each handler de¬ 
scribed in § 1104.9(a) for each of his 
pool plants separately and of each han¬ 
dler described in 5 1104.9 (b) and (c) by 
allocating the handler’s receipts of skim 
milk and butterfat to his utilization as 
follows: 

(a) Skim milk shall be allocated in 
the following manner: 
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(1) Subtract from the total pounds of 
skim milk in Class III the pounds of 
skim milk in shrinkage specified in 
§ 1104.41(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order: 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class in milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts: and 

(ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified In § 1104.40(b)(1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class n; 

(5) Except for the first month that 
a pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class H the 
pounds of skim milk in products specified 
in § 1104.40(b) (1) that were in Inventory 
at the beginning of the month in pack¬ 
aged form, but not in excess of the 
pounds of skim milk remaining In Class 
II; 

(6) Subtract from the remaining 
pounds of skim milk In Class n the 
pounds of skim milk in other source milk 
(except that received in the form a fluid 
milk product or a fluid cream product) 
that is used to produce, or added to (ex¬ 
cluding the quantity of such skim milk 
that was classified as Class m milk pur¬ 
suant to 5 1104.40(c)(6)), any product 
specified in § 1104.40(b), but not in ex¬ 
cess of the pounds of skim milk remain¬ 
ing in Class II; 

(7) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in each class, in series beginning 
w T ith Class m, the pounds of skim milk 
in each of the follow'ing: 

(i) Other source milk (except that 
received in the form of a fluid milk prod¬ 
uct) and packaged inventory at the be¬ 
ginning of the month of products 
specified in § 1104.40(b) (1) that were not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for w r hlch Grade A 
certification is not established: 

(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order; 
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(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph, and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Federal 
milk order providing for individual-han¬ 
dler pooling, to the extent that recon¬ 
stituted skim milk is allocated to Class 

I at the transferor-plant; 

(8) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in Class II and Class III, in 
sequence beginning with Class HI: 

(i) The pounds of skim milk in receipts 
of fluid milk products from an unregu¬ 
lated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2) 
and (7) (v) of this paragraph for which 
the handler requests a classification 
other than Class I, but not in excess of 
the pounds of skim milk remaining in 
Class II and Class III combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2), (7) (v), and (8) (i) of this paragraph 
which are in excess of the pounds of skim 
milk determined pursuant to (a) through 
(c) of this subdivision. Should the pounds 
of skim milk to be subtracted from Class 

II and Class III combined exceed the 
pounds of skim milk remaining in such 
classes, the pounds of skim milk in Class 
n and Class HI shall be increased (in¬ 
creasing Class in first to the extent per¬ 
mitted by the handler’s total Class III 
utilization at his other pool plants) by 
an amount equal to such quantity to be 
subtracted and the pounds of skim milk 
in Class I shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this al¬ 
location step at oilier pool plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a 
like amount. Such adjustment shall be 
made at the other plants in sequence be¬ 
ginning with the plant having the least 
minus location adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class 
I at this allocation step at all pool plants 
of the handler; 

(b) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all }K)ol plants of the handler 
of producer milk, fluid milk products 
from pool plants of other handlers, and 
bulk fluid milk products from other 
order plants that were not subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the 
receipts of skim milk in fluid milk prod¬ 
ucts from unregulated supply plants that 
remain at this pool plant is of all such 
receipts remaining at this allocation step 
at all pool plants of the handler; and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from an 
other order plant that are in excess of 
bulk fluid milk products transferred or 
diverted to such plant and that were not 


subtracted pursuant to subparagraph 
(7) (vi) of tills paragraph, if Class n or 
Class III classification is requested by the 
operator of the other order plant and the 
handler, but not in excess of the pounds 
of skim milk remaining in Class n and 
Class III combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class HI, the pounds of 
skim milk in fluid milk products and 
products specified in § 1104.40(b)(1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class in the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n and 
Class in combined at this allocation 
step at all pool plants of the handler, 
with the quantity prorated to Class II 
and Class m combined being subtracted 
first from Class in and then from Class 
n, the pounds of skim milk in receipts 
of fluid milk products from an unreg¬ 
ulated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2), 
(7) (v), and (8) (1) and (ii) of this para¬ 
graph and that were not offset by trans¬ 
fers or diversions of fluid milk products 
to the same unregulated supply plant 
from which fluid milk products to be al¬ 
located at this step were received; 

(i) Should the pounds of skim milk to 
be subtracted from any class pursuant 
to this subparagraph exceed the pounds 
of skim milk remaining in such class, 
the pounds of skim milk in such class 
shall be increased by an amount equal 
to such quantity to be subtracted and 
the pounds of skim milk in the other 
classes (beginning with the higher-priced 
class) shall be decreased by a like 
amount. In such case, the pounds of 
skim milk remaining in each class at 
tliis allocation step at other pool plants 
of the handler shall be adjusted to the 
extent possible in the reverse direction 
by a like amount. Such adjustment shall 
be made at the other plants in sequence 
beginning with the plant having the 
least minus location adjustment; 

(12) Subtract in the manner specified 
below from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
r rfilk in receipts of bulk fluid milk prod¬ 
ucts from an other order plant that are 
in excess of bulk fluid milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to 
subparagraphs (7)(vi) and (8) (iii) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I 
and in Class II and Class in combined, 
with the quantity prorated to Class n 
and Class in combined being subtracted 
first from Class HI and then from Class 
n, with respect to whichever of the fol¬ 


lowing quantities represents the lower 
proportion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as 
announced for the month pursuant to 
§ 1104.45(a); or 

(b) The total pounds of skim milk 
remaining in each class at this alloca¬ 
tion step at all pool plants of the 
handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk at 
all pool plants of the handler that are to 
be subtracted at this allocation step from 
Class n and Class HI combined exceed¬ 
ing the pounds of skim milk remaining in 
Class II and Class m at all such plants, 
the pounds of such excess shall be sub¬ 
tracted from the pounds of skim milk 
remaining in Class I after such proration 
at the pool plants at which such other 
source milk was received; and 

(iii) Except as provided in subdivision 
(ii) of this subparagraph, should the 
computations pursuant to either subdivi¬ 
sion (i) or (ii) of this subparagraph re¬ 
sult in a quantity of skim milk to be sub¬ 
tracted from any class that exceeds the 
pounds of skim milk remaining in such 
class, the pounds of skim milk in such 
class shall be increased by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in the other 
classes (beginning with the higher- 
priced class) shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this al¬ 
location step at other pool plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a like 
amount. Such adjustment shall be made 
at the other plants in sequence beginning 
with the plant having the least minus 
location adjustment; 

(13) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products and 
bulk fluid cream products from another 
pool plant according to the classification 
of such products pursuant to § 1104.42 
(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class in. Any 
amount so subtracted shall be known as 
“overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined for 
skim milk in paragraph (a) of this sec¬ 
tion; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining in 
each class after the computations pur¬ 
suant to paragraph (a) (14) of this sec¬ 
tion and the corresponding step of para¬ 
graph (b) of this section. 

§ 1104.45 Market administrator's re¬ 
ports and announcements concerning 
classification. 

The market administrator shall make 
the following reports and announce¬ 
ments concerning classification: 
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(a) Whenever required for the pur¬ 
pose of allocating receipts from other 
order plants pursuant to § 1104.44(a) 
(12) and the corresponding step of 
§ 1104.44(b), estimate and publicly an¬ 
nounce the utilization (to the nearest 
whole percentage) in each class during 
the month of skim milk and butterfat. 
respectively, in producer milk of all han¬ 
dlers. Such estimate shall be based upon 
the most current available data and 
shall be final for such purpose. 

(b) Report to the market administra¬ 
tor of the other order, as soon as possible 
after the report of receipts and utiliza¬ 
tion for the month is received from a 
handler who has received fluid milk 
products or bulk fluid cream products 
from an other order plant, the class to 
which such receipts are allocated pursu¬ 
ant to § 1104.44 on the basis of such re¬ 
port, and, therafter, any change in such 
allocation required to correct errors dis¬ 
closed in the vertification of such report. 

(c) Furnish to each handler operating 
a pool plant who has shipped fluid milk 
products or bulk fluid cream products to 
an other order plant the class to which 
such shipments were allocated by the 
market administrator of the other order 
on the basis of the report by the receiv¬ 
ing handler, and, as necessary, any 
changes in such allocation arising from 
the verification of such report. 

(d) On or before the 12th day after 
the end of each month, report to each 
cooperative association which so re¬ 
quests, the percentage of producer milk 
delivered by members of such association 
which was used in each class by each 
handler receiving such milk and the per¬ 
centage relationship of such receipts to 
the total pounds of Class I milk available 
to assign to such receipts exclusive of the 
Class I milk disposed of by such handler 
to the pool plant(s) of other handlers 
and to nonpool plants. For the purpose 
of these reports the milk so received from 
members of such association shall be 
prorated to each class in accordance 
with the same percentage as the total 
receipts of producer milk bear to such 
utilization of milk by such handler. 

Class Prices 
§ 1104.50 Class prices. 

Subject to the provisions of § 1104.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 per¬ 
cent butterfat shall be as follows: 

(a) Class I price. The Class I price 
shall be the price for Class I milk estab¬ 
lished under Federal Order No. 106 reg¬ 
ulating the handling of milk in the 
Oklahoma Metropolitan marketing area 
at Oklahoma City, plus 22 cents. 

(b) Class II price. The Class II price 
sliall be the price for Class n milk estab¬ 
lished under Federal Order No. 106 regu¬ 
lating the handling of milk in the Okla¬ 
homa Metropolitan marketing area. 

(c) Class III price. The Class m price 
shall be the price for Class m milk es¬ 
tablished under Federal Order No. 106 
regulating the handling of milk in the 
Oklahoma Metropolitan marketing area. 
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§ 1104.31 [Reserved] 

§1104.52 Plant location adjustments 
for handler*. 

(a) For milk received from producers 
at a plant located outside the State of 
Texas and more than 40 miles from 
Wichita Falls, Tex., and classified as 
Class I milk or assigned a Class I loca¬ 
tion adjustment credit pursuant to para¬ 
graph (b) of tills section, the price com¬ 
puted pursuant to § 1104.50(a) shall be 
reduced at the rate set forth in the 
following schedule. The distance shall be 
based on the shortest highway distance, 
as determined by the market adminis¬ 
trator, that the plant is from the City 
Hall in Wichita Falls, Tex. 

Rate per 
hundred¬ 
weight 

Distance (miles) (cents) 

40.1- 70 .. 12 

70.1- 100 _ 16 

For each additional 10 miles or frac¬ 
tion thereof In excess of 100 miles 

an additional_ 1.5 

(b) For purposes of calculating such 

adjustment, transfers between pool 

plants shall be assigned to Class I dis¬ 

position at the transferee-plant in an 
amount not in excess of that by which 
such Class I disposition exceeds 95 per¬ 
cent of the sum of receipts at such plant 
from producers and the pounds assigned 
as Class I to receipts from other order 
plants and unregulated supply plants. 
Such assignment is to be made first to 
transferor-plants at which no location 
adjustment credit is applicable and then 
in sequence beginning with the plant at 
which the least location adjustment 
would apply. 

(c) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraph (a) of 
this section, except that the adjusted 
Class I price shall not be less than the 
Class m price. 

§ 1104.53 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth 
day of each month the Class I price for 
the following month and the Class n and 
Class m prices for the preceding month. 

§ 1104.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for 
computing class prices or for other pur¬ 
poses is not available as prescribed in this 
part, the market administrator shall use 
a price or pricing constituent determined 
by the Secretary to be equivalent to the 
price or pricing constituent that is 
required. 

Uniform Price 

§ 1104.60 Handler's value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the 
value of milk of each handler with 
respect to each of his pool plants and of 
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each handler described in § 1104.9 (b) 
and (c) as follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pur¬ 
suant to § 1104.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1104.44(a) (14) and the corresponding 
step of § 1104.44(b) by the respective 
class prices, as adjusted by the butterfat 
differential specified in § 1104.74, that are 
applicable at the location of the pool 
plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class III price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class n 
price, as the case may be, for the current 
month by the hundredweight of skim 
milk and butterfat subtracted from Class 
I and Class II pursuant to § 1104.44(a) 
(9) and the corresponding step of 
§ 1104.44(b); 

(d) Add the amount obtained from 

multiplying the difference between the 
Class I price applicable at the location 
of the pool plant and the Class III price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1104.44(a) (7) (i) through 

(iv) receipts of bulk fluid cream products 
from an other order plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class 
HI price by the hundredweight of skim 
milk and butterfat subtracted from 
Class I pursuant to § 1104.44(a)(7) (v) 
and (vi) and the corresponding step 
of § 1104.44(b); and 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregu¬ 
lated supply plants from which an 
equivalent volume was received by the 
pounds of skim milk and butterfat sub¬ 
tracted from Class I pursuant to 
§ 1104.44(a) (11) and the corresponding 
step of § 1104.44(b), excluding such skim 
milk and butterfat in receipts of bulk 
fluid milk products from an unregulated 
supply plant to the extent that an 
equivalent amount of skim milk or 
butterfat disposed of to such plant by 
handlers fully regulated under any 
Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment 
obligation under any order. 

§1104.61 Compulation of uniform 
price. 

For each month the market adminis¬ 
trator shall compute the uniform price 
per hundredweight of milk of 3.5 per¬ 
cent butterfat content received as 
follows: 

(a) Combine into one total the values 
computed pursuant to §1104.60 for all 
handlers who filed the reports prescribed 
by §1104.30 for the month and who made 
the payments pursuant to §§1104.71 and 
1104.73 for the preceding month; 
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(b) Add an amount equal to the total 
value of the location adjustments com¬ 
puted pursuant to §1104.75; 

(c) Add an amount equal to not less 
than one-half of the unobligated balance 
in the producer-settlement fund; 

(d) Divide the resulting amount by the 
sum of the following for all handlers in¬ 
cluded in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1104.6(f); and 

(e) Substract not less than 4 cents 
nor more than 5 cents per hundred¬ 
weight. The results shall be the “uniform 
price” for milk received from producers. 

§ 1104.62 Announcement of uniform 
price and butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before; 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of 
each month the uniform price for such 
month. 

Payments for Milk 
§ 1104.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund 
known as the “producer-settlement 
fund,” into which he shall deposit all 
payments made by handlers pursuant to 
§§ 1104.71, 1104.76, and 1104.77 and 
from which he shall make all payments 
to handlers pursuant to §§ 1104.72 and 
1104.77: Provided , That any payments 
due to any handler may be offset by any 
payments due from such handler. 

§ 1104.71 Payments to the producer- 
settlement fund. 

(a) On or before the 13th day after 
the end of the month, each person shall 
pay to the market administrator the 
amount, if any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the han¬ 
dler for such month as determined pur¬ 
suant to § 1104.60. 

(2) The sum of: 

(i) The value at the uniform price, as 
adjusted pursuant to § 1104.75, of such 
handler’s receipts of producer milk; and 

(ii) The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to § 1104.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follow's: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to Class 
I at such plant. If there is such route 
disposition from such plant in market¬ 


ing areas regulated by two or more mar¬ 
ketwide pool orders, the reconstituted 
skim milk allocated to Class I shall be 
prorated to each order according to such 
route disposition in each marketing area; 
and 

(2) Compute the value of the recon¬ 
stituted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route 
disposition in this marketing area by 
multiplying the quantity of such skim 
milk by the difference between the Class 
I price under this part that is applicable 
at the location of the other order plant 
(but not to be less than the Class m 
price) and the Class m price. 

§ 1104.72 Payments from the produccr- 
scttlemcnt fund. 

On or before the 14th day after the 
end of each month the market adminis¬ 
trator shall pay to each handler the 
amount, if any, by which the amount 
computed pursuant to § 1104.71(a) (2) 
exceeds the amount computed pursuant 
to § 1104.71(a) (1). If the balance in the 
producer-settlement fund is insufficient 
to make all payments pursuant to this 
section, the market administrator shall 
reduce uniformly per hundredweight 
such payments and shall complete such 
payments as soon as the necessary funds 
are available. 

§ 1104.73 Payments to producers and to 
cooperative associations. 

(a) Except as provided in paragraph 
(b) of this section, each handler shall 
make payment to each producer from 
whom milk is received during the month 
as follows: 

(1) On or before the last day of each 
month, to each producer who did not dis¬ 
continue shipping milk to such handler 
during the month, an amount equal to 
not less than the Class in price for the 
preceding month multiplied by the hun¬ 
dredweight of milk received from such 
producer during the first 15 days of the 
month; 

(2) On or before the 15th day of the 
following month, an amount equal to not 
less than the applicable uniform price, 
as adjusted pursuant to §§ 1104.74 and 
1104.75, multiplied by the hundredweight 
of milk received from such producer dur¬ 
ing the month, subject to the following 
adjustments: (i) Less payments made to 
such producer pursuant to subparagraph 
(1) of this paragraph, (ii) less deduc¬ 
tions for marketing services made pur¬ 
suant to § 1104.86, (iii) plus or minus 
adjustments for errors made in previous 
payments made to such producer, and 
(iv) less proper deductions authorized in 
writing by such producer: Provided, That 
if by such date such handler has not re¬ 
ceived full payment pursuant to 
§ 1104.72, he may reduce pro rata his 
payments to producers by not more than 
the amount of such underpayment. Pay¬ 
ments to producers shall be completed 
thereafter not later than the date for 
making payments pursuant to this para¬ 
graph next following after the receipt of 
the balance due from the market ad¬ 
ministrator. 

(b) (1) Upon receipt of a written re¬ 
quest from a cooperative association 


which the market administrator deter¬ 
mines is authorized by its members to 
collect payment for their milk and re¬ 
ceipt of a written promise to reimburse 
the handler for the amount of any actual 
loss incurred by him because of any im¬ 
proper claim on the part of the coopera¬ 
tive association, each handler shall: 

(1) Pay to the cooperative association 
on or before the 27th and 13 th day of 
each month, in lieu of payments pur¬ 
suant to paragraph (a) of this section, 
an amount equal to the gross sum due for 
all milk received from certified mem¬ 
bers, less amounts owed by each member- 
producer to the handler for supplies 
purchased from him on prior WTitten 
order or as evidenced by a delivery ticket 
signed by the producer; 

(ii) Submit to the cooperative asso¬ 
ciation on or before the 10th day of each 
month written information which shows 
for each member-producer (a) the total 
pounds of milk received during the pre¬ 
ceding month, (b) the total pounds of 
butterfat contained in such milk, (c) the 
number of days of production included 
in such receipts, and (d) the amounts 
withheld by the handler in payment for 
supplies sold; and 

(iii) Submit to the cooperative asso¬ 
ciation on or before the 25th day of 
each month written information which 
shows for each such member-producer 
the total pounds of milk received during 
the first 15 days of the current month. 

The foregoing payment and submission 
of information shall be made with re¬ 
spect to the milk, of each producer who 
the cooperative association certifies is a 
member, which is received on and after 
the first day of the calendar month next 
following receipt of such certification 
through the last day of the month next 
preceding receipt of notice from the co¬ 
operative association of a termination of 
membership or until the original request 
Is rescinded in writing by the association; 
and 

(2) A copy of each such request, 
promise to reimburse, and certified list 
of members shall be filed simultaneously 
with the market administrator by the 
cooperative association and shall be 
subject to verification at his discretion 
through audits of the records of the co¬ 
operative association pertaining thereto. 
Exceptions, if any. to the accuracy of 
such certification by a producer claimed 
to be a member or by a handler, shall be 
made by written notice to the market 
administrator and shall be subject to his 
determination. 

(3) Each handler who receives milk 
from a handler described in § 1104.9(c), 
shall on or before the second day prior to 
the date payments are due individual 
producers, pay such cooperative associa¬ 
tion for such milk as follows: 

(i) Partial payment for milk received 
during the first 15 days of the month 
at the rate specified in paragraph (a) of 
this section; and 

(ii) In making final settlement, the 
value of such milk at the uniform price, 
as adjusted pursuant to §§ 1104.74 and 
1104.75, less the amount of partial pay¬ 
ment made for such milk. 
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§ 1104.74 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively. for each one-tenth percent butter- 
fat variation from 3.5 percent by a but¬ 
terfat differential, rounded to the nearest 
one-tenth cent, which shall be 0.115 
times the simple average of the wholesale 
selling prices (using the midpoint of any 
price range as one price) of Grade A (92- 
score) bulk butter per pound at Chicago, 
as reported by the Department for the 
month. 

§ 1104.75 Plant location adjustments 
for producers and on nonpool milk. 

(a) In making payments to producers 
pursuant to § 1104.73 for producer milk 
received at a pool plant, the uniform 
price computed pursuant to § 1104.61 
shall be reduced according to the loca¬ 
tion of the pool plant at the rate set 
forth in § 1104.52(a); 

(b) For the purpose of computations 
pursuant to §§1104.71 and 1104.72, the 
uniform price shall be adjusted at the 
rate set forth in § 1104.52(a) applicable 
at the location of the nonpool plant from 
which the milk was received (but not 
to be less than the Class m price); and 

(c) In making payments to producers 
pursuant to § 1104.73 for producer milk 
diverted from a pool plant to a nonpool 
plant, the uniform price computed pur¬ 
suant to § 1104.61 shall be reduced ac¬ 
cording to the location of the nonpool 
plant at which the milk is received at the 
rate set forth in § 1104.52(a). 

§ 1104.76 Payment by handler oper¬ 
ating a partially regulated distribut¬ 
ing plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to paragraph 

(a) of this section. If the handler sub¬ 
mits pursuant to §§ 1104.30(b) and 
1104.31(b) the information necessary 
for making the computations, such han¬ 
dler may elect to pay in lieu of such 
payment the amount computed pursuant 
to paragraph (b) of this section: 

(a) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the pounds of route 
disposition in the marketing area from 
the partially regulated distributing 
plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of an¬ 
other Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
Plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used 
as an offset for any other payment obli¬ 
gation under any order; 
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(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (but not to 
be less than the Class III price); and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class n price) and the Class III 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the value that would 
have been computed pursuant to 
§ 1104.60 for the partially regulated dis¬ 
tributing plant if the plant had been a 
pool plant, subject to the following modi¬ 
fications: 

(i) Fluid milk products and bulk 
fluid cream products received at the par¬ 
tially regulated distributing plant from 
a pool plant or an other order plant 
shall be allocated at the partially regu¬ 
lated distributing plant to the same class 
in which such products were classified 
at the fully regulated plant; 

(ii) Fluid milk products and bulk fluid 
cream products transferred from the 
partially regulated distributing plant to 
a pool plant or an other order plant shall 
be classified at the partially regulated 
distributing plant in the class to which 
allocated at the fully regulated plant. 
Such transfers shall be allocated to the 
extent possible to those receipts at the 
partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of this 
subparagraph. Any such transfers re¬ 
maining after the above allocation which 
are classified in Class I and for which a 
value is computed for the handler oper¬ 
ating the partially regulated distributing 
plant pursuant to § 1104.60 shall be 
priced at the uniform price (or at the 
weighted average price if such is pro¬ 
vided) of the respective order regulating 
the handling of milk at the transferee 
plant, with such uniform price adjusted 
to the location of the nonpool plant (but 
not to be less than the lowest class price 
of the respective order), except that 
transfers of reconstituted skim milk in 
filled milk shall be priced at the lowest 
class price of the respective order; and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant to 
§ 1104.60 for such handler shall include, 
in lieu of the value of other source milk 
specified in § 1104.60(f) less the value of 
such other source milk specified in 
§ 1104.71(a) (2) (ii), a value of milk de¬ 
termined pursuant to § 1104.60 for each 
nonpool plant that is not an other order 
plant which serves as a supply plant for 
such partially regulated distributing 
plant by making shipments to the parti¬ 
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ally regulated distributing plant during 
the month equivalent to the require¬ 
ments of § 1104.7(b) subject to the fol¬ 
lowing conditions: 

(a) The operator of the partially reg¬ 
ulated distributing plant submits with 
his reports filed pursuant to §§ 1104.30 
(b) and 1104.31(b) similar reports for 
each nonpool supply plant; 

(b) The operator of such nonpool sup¬ 
ply plant maintains books and records 
showing the utilization of all skim milk 
and butterfat received at such plant 
which are made available if requested by 
the market administrator for verifica¬ 
tion purposes; and 

(c) The value of milk determined pur¬ 
suant to § 1104.60 for such nonpool sup¬ 
ply plant shall be determined in the same 
manner prescribed for computing the 
obligation of such partially regulated 
distributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the oper¬ 
ator of such partially regulated distrib¬ 
uting plant for milk received at the plant 
during the month that would have been 
producer milk if the plant had been fully 
regulated: 

(ii) If subparagraph (l)(iii) of this 
paragraph applies, the gross payments 
by the operator of such nonpool supply 
plant for milk received at the plant dur¬ 
ing the month that would have been 
producer milk if the plant had been fully 
regulated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of 
another order under which such plant 
is also a partially regulated dLstributing 
plant and like payments by the opera¬ 
tor of the nonpool supply plant if sub- 
paragraph (l)(iii) of this paragraph 
applies. 

§ 1104.77 Adjustment of accounts* 

(a) Whenever audit by the market 
administrator or other verification dis¬ 
closes errors resulting in moneys due (1) 
the market administrator from a han¬ 
dler, (2) a handler from the market ad¬ 
ministrator, or (3) any producer or co¬ 
operative association from a handler, the 
market administrator shall promptly 
notify such handler of any amount so 
due and payment thereof shall be made 
on or before the next date for making 
payments set forth in the provisions un¬ 
der which such errors occurred. 

(b) Any unpaid obligation of a han¬ 
dler pursuant to §1104.71, § 1104.85, 
§ 1104.86, or paragraph (a)(1) of this 
section shall be increased one-half of 1 
percent on the first day of the month 
next following the due date of such ob¬ 
ligation and compounded on the first 
day of each month thereafter until such 
obligation is paid. 

Administrative Assessment and Market¬ 
ing Service Deduction 

§ 1104.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense 
of administering the order, each handler 
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shall pay to the market administrator on 
or before the 15th day after the end of 
the month 5 cents per hundredweight or 
such lesser amount as the Secretary may 
prescribe, with respect to: 

(a) Producer milk (including that 
pursuant to § 1104.13(b) and such han¬ 
dler’s own production); 

(b) Other source milk allocated to 
Class I pursuant to § 1104.44(a) (7) and 
(11) and the corresponding steps of 
5 1104.44(b), except such other source 
milk that is excluded from the compu¬ 
tations pursuant to 5 1104.60 (d) and 
(f); and 

(c) Route disposition in the market¬ 
ing area from a partially regulated dis¬ 
tributing plant that exceeds the skim 
milk and butterfat subtracted pursuant 
to § 1104.76(a) (2). 

§ 1104.86 Deduction for marketing 

services. 

(a) Except as set forth in paragraph 

(b) of this section, each handler, in 
making payments to producers for milk 
(other than milk of his own production) 
pursuant to § 1104.73 shall deduct 5 cents 
per hundredweight, or such amount not 
exceeding 5 cents per hundredweight, as 
may be prescribed by the Secretary and 
shall pay such deductions to the market 
administrator on or before the 15th day 
after the end of the month. Such money 
shall be used by the market administra¬ 
tor to provide market information and 
to check the accuracy of the testing and 
weighing of their milk for producers who 
are not receiving such service from a co¬ 
operative association. 

(b) In the case of producers who are 
members of a cooperative association 
which the Secretary has determined is 
actually performing the services set forth 
in paragraph (a) of this section, each 
handler shall (in lieu of the deduction 
specified in paragraph (a) of this sec¬ 
tion) make such deductions from the 
payments to be made to such producers 
as may be authorized by the membership 
agreement or marketing contract be¬ 
tween such cooperative association and 
such producers, and on or before the 
13th day after the end of each month, 
pay such deductions to the cooperative 
association of which such producers are 
members, furnishing a statement show¬ 
ing the amount of such deductions and 
the amount of milk for which such de¬ 
duction was computed for each producer. 
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Authority: The provisions of this Part 

1106 issued under secs. 1-19, 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 

General Provisions 

§ 1106.1 General provisions. 

The terms, definitions, and provisions 
In Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 

Definitions 

§ 1106.2 Oklahoma Metropolitan mar¬ 
keting area. 

“Oklahoma Metropolitan marketing 
area", hereinafter called the “Marketing 
Area", means all the territory within 
Tulsa County, the city of Sapulpa, and 


the township of Sapulpa in Creek Coun¬ 
ty; that part of Black Dog Township in 
20 North. Ranges 10, 11, and 12 East in 
Osage County; the cities of Muskogee. 
McAlester, Ponca City, and Tahlequah 
Oklahoma County, except Deer Cieek. 
Deep Fork, and Luther Townships; 
Moore, Taylor, Case, Liberty, Norman, 
and Noble Townships in Cleveland 
County; Bales, Davis, Dent, Brinton, 
Rock Creek, Forest, and Earlsboro Town¬ 
ships in Pottawatomie County; the city 
and township of Guthrie in Logan Coun¬ 
ty; the city and township of Stillwater 
and Union Township, including the city 
of Cushing in Payne County; and the 
city of Enid and Vance Air Force Base in 
Garfield County; all in the State of 
Oklahoma. 

§ 1106.3 Route disposition. 

"Route disposition” means any deliv¬ 
ery (including any delivery by a vendor 
or disposition at a plant store) of any 
fluid milk product classified as Class I 
milk other than a delivery in bulk to a 
milk or filled milk plant. 

§ 1106.4 [Reserved] 

§ 1106.3 Distributing plunt. 

"Distributing plant” means all the 
buildings, premises, and facilities of a 
plant: 

(a) Approved by a duly constituted 
health authority for the handling of milk 
approved for fluid consumption; 

(b) In which fluid milk products are 
processed or packaged; and 

(c) From which there is route disposi¬ 
tion of fluid milk products. 

§ 1106.6 Supply plant. 

"Supply plant” means a plant from 
which fluid milk products are transferred 
to a distributing plant(s) during the 
month. 

§ 1106.7 Pool plant. 

Except as provided in paragraph (d) 
of this section, "pool plant” means a 
plant specified in paragraph (a), (b), or 
(c) of this section. 

(a) A distributing plant from which 
during the month there is: 

(1) Total route disposition (except 
filled milk) in an amount not less than 
50 percent of the total quantity of fluid 
milk products (except filled milk) re¬ 
ceived at the plant or diverted to a non¬ 
pool plant by the plant operator under 
the limitations of § 1106.13; and 

(2) Route disposition (except filled 
milk) in the marketing area in an 
amount not less than 15 percent of the 
total route disposition of the plant. 

(b) A supply plant from which fluid 
milk products (except filled milk) are 
transferred during the month to ft 
plant(s) described in paragraph (a) of 
this section in an amount not less than 
50 percent of milk received at the supply 
plant from dairy farmers who would be 
eligible as producers under § 1106.12 if 
such plant qualifies pursuant to this 
paragraph and milk of such dairy farm¬ 
ers diverted from such plant by the plant 
operator. Any plant that qualifies under 
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this paragraph during each of the 
months of September through December 
shall continue so qualified in each of the 
following months of January through 
August until any month of such period in 
which less than 20 percent of the plant 
receipts and diverted milk specified pre¬ 
viously herein is transferred to plants 
described in paragraph (a) of this sec¬ 
tion. A plant not meeting such 20 per¬ 
cent requirement in any month of such 
January-August period shall be qualified 
under this paragraph in any remaining 
month of the year only if transfers of 
fluid milk products (except filled milk) 
from the plant during the month to 
pi ant (s) described in paragraph (a) of 
this section are at least 50 percent of the 
plant receipts and diverted milk specified 
previously herein. 

(c) A plant(s) operated by a coopera¬ 
tive association and located not more 
than 50 miles from the City Hall of Tulsa 
or Oklahoma City, Okla., at which milk 
is received from dairy farmers producing 
milk approved by a duly constituted 
health authority for fluid consumption 
if the total of fluid milk products de¬ 
scribed in subparagraphs (1) and (2) of 
this paragraph received at plants de¬ 
scribed pursuant to paragraph (a) of 
this section is not less than 50 percent of 
total milk of member producers during 
the month: 

(1) Fluid milk products (except filed 
milk) transferred from such cooperative 
association plant(s); and 

(2) Milk of member producers re¬ 
ceived from such producers. 

( d) The term “pool plant” shall not 
apply to the following plants: 

(1> A producer-handler plant or gov¬ 
ernmental agency plant; 

(2) A distributing plant qualified pur¬ 
suant to paragraph (a) of this section 
which meets the pooling requirements of 
another Federal order and from which 
there is a greater quantity of route dis¬ 
position, except filled milk, during the 
month in such other Federal order mar¬ 
keting area than in this marketing area, 
except that if such plant was subject to 
all the provisions of this part in the 
immediately preceding month, it shall 
continue to be subject to all the provi¬ 
sions of this part until the third con¬ 
secutive month in which a greater pro¬ 
portion of its route disposition, except 
filled milk, is made in such other mar¬ 
keting area unless, notwithstanding the 
provisions of this subparagraph, it is 
regulated under such other order. On the 
basis of a written application made by 
the plant operator at least 15 days prior 
to the date for which a determination of 
the Secretary is to be effective, the Secre¬ 
tary may determine that the route dis¬ 
positions in the respective marketing 
areas to be used for purposes of this sub- 
paragraph shall exclude (for a specified 
period of time) route disposition made 
under limited term contracts to govern¬ 
mental bases and institutions; 

(3) A distributing plant qualified pur¬ 
suant to paragraph (a) of this section 
which meets the pooling requirements of 
another Federal order and from which 
there is a greater quantity of route dis¬ 


position. except filled milk, during the 
month in this marketing area than in 
such other Federal order marketing area 
but which plant is, nevertheless, fully 
regulated under such other Federal 
order; or 

(4) A supply plant qualified pursuant 
to paragraph (b) of this section which 
meets the pooling requirements of an¬ 
other Federal order and from which 
greater qualifying shipments are made 
during the month to plants regulated 
under such other order than are made 
to plants regulated under this part. 

§1106.8 Non pool pi unt. 

“Nonpool plant” means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant” means a plant 
that is fully subject to the pricing and 
pooling provisions of another order is¬ 
sued pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) issued pursuant to the Act. 

(c) “Partially regulated distributing 
plant” means a nonpool plant that is 
neither an other order plant, a gov¬ 
ernmental agency plant, nor a producer- 
handler plant, from which there is route 
disposition in the marketing area in con¬ 
sumer-type packages or dispenser units 
during the month. 

(d) “Unregulated supply plant” means 
a nonpool plant, except an other order 
plant, a governmental agency plant, or 
a producer-handler plant, from which 
fluid milk products are moved during the 
month to a pool plant qualified pursuant 
to § 1106.7 

(e) “Governmental agency plant” 
means a plant owned and operated by a 
governmental agency or establishment 
which processes or packages milk or 
filled milk that is distributed in the mar¬ 
keting area. Such plant shall be exempt 
from all provisions of this part. 

§1106.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of one or more pool plants: 
Provided, That in the case of recognized 
divisions of a corporation which are op¬ 
erated as separate business units, each 
such division shall be deemed to be a 
handler; 

(b) Any cooperative association with 
respect to the milk of producers which it 
causes to be diverted pursuant to 
§ 1106.13 for the account of such co¬ 
operative association; 

(c) A cooperative association with re¬ 
spect to the milk of its member pro¬ 
ducers delivered to the pool plant of an¬ 
other handler in a tank truck owned or 
operated by such cooperative association 
for the account of such cooperative as¬ 
sociation. Such milk shall be considered 
to have been received by such coopera¬ 
tive association at the location of the 
plant to which it is delivered; 

(d) Any person who operates a par¬ 
tially regulated distributing plant; 


(e) A producer-handler; and 

(f) Any person who operates an other 
order plant described in 5 1106.7(d). 

§ 1106.10 Producer-handler. 

“Producer-handler” means any person 
who produces milk and operates a plant 
which meets the standards in § 1106.5(a) 
from which there is route disposition in 
the marketing area, but who receives 
no milk from producers or other dairy 
farmers, and whose disposition of Class 
I milk does not exceed his own produc¬ 
tion and fluid milk products received 
from pool plants. 

§ 1106.11 [ Reserved 1 

§ 1106.12 Producer. 

(a) Except as provided in paragraph 

(b) of this section, “producer” means any 
person who produces milk approved for 
fluid consumption by a duly constituted 
health authority, which is: 

(1) Received at a pool plant; or 

(2) Diverted pursuant to § 1106.13 by a 
handler for his account. 

(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to a 
pool plant from an other order plant if 
the other order designates such person 
as a producer under this order and such 
milk is allocated pursuant to § 1106.44 to 
Class n or Class III utilization; and 

(3) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if the 
other order designates such person as a 
producer under that order with respect 
to such milk. 

§ 1106.13 Producer milk. 

“Producer milk” means skim milk and 
butterfat in milk from producers that is: 

(a) Received by the operator of a pool 
plant at such pool plant from producers. 

(b) Diverted by the operator of a pool 
plant from such pool plant to a nonpool 
plant that is not a producer-handler 
plant, subject to the conditions of para¬ 
graph (e) of this section. 

(c) Received from producers by a 
handler described in § 1106.9(c). 

(d) Diverted by a cooperative associa¬ 
tion for its account from the pool plant 
of another handler to a nonpool plant 
that is not a producer-handler plant, 
subject to the conditions of paragraph 

(e) of this section. 

(e) Milk diverted from a pool plant to 
a nonpool plant shall be subject to the 
following conditions: 

(1) A cooperative association may 
divert for its account, subject to the con¬ 
ditions of subpaargraph (3) of this para¬ 
graph, a total quantity of milk not in 
excess of total milk of its member-pro¬ 
ducers received at all pool plants during 
the month. Diversions in excess of such 
quantity shall not be eligible under 
this section and the diverting cooperative 
shall specify the dairy farmers whose 
diverted milk is not so eligible. If the 
cooperative association fails to designate 
such persons, status under this section 
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shall be forfeited with respect to all milk 
diverted by such cooperative association; 

(2) The operator of a pool plant other 
than a cooperative association may di¬ 
vert for his account, subject to the con¬ 
ditions of subparagraph (3) of this para¬ 
graph, milk of producers not members 
of a cooperative association diverting 
milk pursuant to subparagraph (1) of 
this paragraph, in a total quantity not 
in excess of the milk of producers not 
members of such cooperative association 
received at such pool plant(s) during the 
month. Milk diverted in excess of such 
quantity shall not be eligible under this 
section and the diverting handler shall 
specify the dairy farmers whose diverted 
milk is not so eligible. If a handler fails 
to designate such persons, status under 
this section shall be forfeited with re¬ 
spect to all milk diverted by such 
handler: 

(3) Milk of a producer shall not be 
eligible for diversion from a pool plant 
under this section if during the month 
less than 15 percent of the total milk of 
such person as a producer is received at 
a pool plant; and 

(4) Milk qualified as producer milk 
that is diverted by a handler to a nonpool 
plant pursuant to this section shall be 
accounted for as received by the diverting 
handler at the location of the nonpool 
plant. 

§1106*14 Ollier source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products and 
bulk fluid cream products from any 
source other than producers, handlers 
described in § 1106.9(c), pool plants, or 
inventory at the beginning of the month; 

(b) Receipts in packaged form from 
other plants of products specified In 
§ 1106.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
§ 1106.40(b) (1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1106.40(b) (1)) for 
which the handler fails to establish a 
disposition. 

§ 1106.15 Fluid milk product. 

(a) Except as provided in paragraph 

(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1106.40 (b) or (c)(1) (I) through 
(viii) if it contains by weight at least 80 
percent water and 6.5 percent nonfat 
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milk solids and less than 9 percent but¬ 
terfat and 20 percent total solids. 

(b) The term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened). evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of tliis section that is in excess of the 
quantity of skim milk in an equal volume 
of an unmodified product of the same 
nature and butterfat content. 

§1106.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream and 
milk or skim milk containing 9 percent 
or more butterfat. 

§ 1106.7 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk products, and con¬ 
tains less than 6 percent nonmilk fat 
(or oil). 

§1106.18 Cooperative association. 

“Cooperative association” means any 
cooperative marketing association of 
producers which the Secretary deter¬ 
mines, after application by the 
association: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of February 
18, 1922, as amended, known as the 
“Capper-Volstead Act”; 

(b) To have full authority in the sale 
of milk of its members; and 

(c) To be engaged in making collec¬ 
tive sales or marketing milk or its prod¬ 
ucts for its members. 

§1106.19 Accounting period. 

“Accounting period” shall mean a cal¬ 
endar month unless the handler during 
any calendar month makes a request in 
writing to the market administrator re¬ 
questing two accounting periods during 
the month. No accounting period shall 
be of less than 5 days duration and the 
request for two accounting periods must 
be made at least 48 hours prior to the 
end of the first accounting period in the 
month. 

Handler Reports 

§ 1106.30 Reports of receipts and utili¬ 
zation. 

On or before the seventh day after the 
end of each month, each handler shall 
report for each accounting period in the 
month to the market administrator, in 
the detail and on the forms prescribed by 
the market administrator, as follows: 


(a) Each handler, with respect to each 
of his pool plants, shall report the 
quantities of skim milk and butterfat 
contained in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 

(2) Receipts of milk from handlers 
described in § 1106.9(c); 

(3) Receipts of fluid milk products 
and fluid cream products from other 
pool plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the accounting period of fluid milk 
products and products specified in 
§ 1106.40(b)(1); and 

(6) The utilization or disposition of all 
milk, filled milk, and milk products re¬ 
quired to be reported pursuant to this 
paragraph. 

(b) Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports required 
by paragraph (a) of this section. Re¬ 
ceipts of milk that would have been pro¬ 
ducer milk if the plant had been fully 
regulated shall be reported in lieu of 
producer milk. Such report shall show 
also the quantity of any reconstituted 
skim milk in route disposition in the 
marketing area. 

(c) Each handler described in § 1106 - 
9 (b) and (c) shall report: 

(1) The quantities of all skim milk and 
butterfat contained in receipts of milk 
from producers; and 

(2) The utilization or disposition of all 
such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 
tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as the 
market administrator may prescribe. 

§1106.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler 
described in §1106.9 (a), (b), and <cj 
shall report to the market administrator 
his producer payroll for such month, in 
the detail prescribed by the market ad¬ 
ministrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

(b) Each handler operating a partially 
regulated distributing plant who elects 
to make payment pursuant to § 1106.76 
(b) shall report for each dairy farmer 
who would have been a producer if the 
plant had been fully regulated in the 
same manner as prescribed for reports 
required by paragraph (a) of this section. 

§ 1106.32 Other reports. 

(a) Each handler who causes milk to 
be diverted to a nonpool plant, shall 
prior to such diversion, report to the 
market administrator and to the co- 
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operative association of which such pro¬ 
ducer is a member, his intention to divert 
such milk, the proposed date or dates 
of such diversion, and the plant to which 
such milk is to be diverted. 

(b) In addition to the reports required 
pursuant to §§ 1106.30 and 1106.31 and 
paragraph (a) of this section, each han¬ 
dler shall report such other information 
as the market administrator deems nec¬ 
essary to verify or establish such han¬ 
dler's obligation under the order. 

Classification of Milk 

§ 1106.10 Classes of utilization. 

Except as provided in § 1106.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1106.30 shall be classified as follows: 

(a) Class I milk. Except as provided 
in paragraph (c) of this section. Class I 
milk shall be all skim milk and butterfat: 

a) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class II or Class in milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section, Class n 
milk shall be all skim milk and 
butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition 
of nonfat milk solids shall be Class n 
milk in an amount equal only to the 
weight of an equal volume of an unmodi¬ 
fied product of the same nature and 
butterfat content; 

(2) In packaged inventory at the end 
of the accounting period of the products 
specified in subparagraph (1) of this 
paragraph; and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class in milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(i) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and Ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
Infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
< plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a con¬ 
sumer-type package, and any concen¬ 
trated milk product in bulk, fluid form; 

(viil) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
( b)d) of tliis section; and 


(lx) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of 
this section. 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of 
to any commercial food processing es¬ 
tablishment (other than a milk or filled 
milk plant) at which food products 
(other than milk products and filled 
milk) are processed and from which 
there is no disposition of fluid milk 
products or fluid cream products other 
than those received in consumer-type 
packages ; 

(3) In inventory at the end of the 
accounting period of fluid milk products 
in bulk or packaged form and products 
specified in paragraph (b)(1) of tills 
section in bulk form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a handler 
for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler 
if the market administrator is notified 
of such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion; 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b) (1) of this section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class n milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1106.41(a) to the receipts specified in 
§ 1106.41(a) (2) and in shrinkage speci¬ 
fied in § 1106.41 (b) and (c). 

§ 1106.41 Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to 5 1106.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat, 
respectively, at each pool plant to the 
respective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this sec¬ 
tion on which shrinkage is allowed pur¬ 
suant to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of this 
section which was received in the form 
of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursu¬ 
ant to paragraph (a) of this section to 
the receipts specified in subparagraph 
(1) of such paragraph that is not in 
excess of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
$ 1106.9(c), except that if the operator 


of the plant to which the milk is de¬ 
livered purchases the milk on the basis 
of weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butterfat 
tests determined from farm bulk tank 
samples, the applicable percentage under 
this subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class in classi¬ 
fication is requested by the operators of 
botli plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class n or Class in classification 
is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 
(1), (2), (4), (5), and (6) of this para¬ 
graph; and 

(c) The quantity of skim milk and 
butterfat, respectively, in shrinkage of 
milk from producers for which a co¬ 
operative association is the handler pur¬ 
suant to § 1106.9 (b) or (c). but not in 
excess of 0.5 percent of the skim milk and 
butterfat, respectively, in such milk. If 
the operator of the plant to which the 
milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butterfat 
tests determined from farm bulk tank 
samples, the applicable percentage under 
this paragraph for the cooperative asso¬ 
ciation shall be zero. 

§ 1106.42 Classification of tr.m-.fcr* 
and diversion*. 

(a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant shall be classified as 
Class I milk unless the operators of both 
plants request the same classification in 
another class. In either case, the classi¬ 
fication of such transfers shall be sub¬ 
ject to the following conditions: 

(1) The skim milk or buttterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re- 
spec tively, remaining in such class at the 
transferee-plant after the computations 
pursuant to § 1106.44(a) (12) and the 
corresponding step of § 1106.44*b); 
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(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1106.44(a) (7) 
or the corresponding step of § 1106.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 

(3) If the tranferor-handler received 
during the month other source milk to be 
allocated pursuant to § 1106.44(a) (11) 
or (12) or the corresponding steps of 
§ 1106.44(b), the skim milk or butterfat 
so transferred, up to the total of the skim 
milk and butterfat, respectively, in such 
receipts of other source milk, shall not 
be classified as Class I milk to a greater 
extent than would be the case if the 
other source milk had been received at 
the transferee-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of 
a fluid milk product or a bulk fluid 
cream product from a pool plant to an 
other order plant shall be classified in 
the following maimer. Such classifica¬ 
tion shall apply only to the skim milk 
or butterfat that is in excess of any 
receipts at the pool plant from the other 
order plant of skim milk and butterfat, 
respectively, in fluid milk products and 
bulk fluid cream products, respectively, 
that are in the same category as de¬ 
scribed in subparagraph (1), (2). or (3) 
of this paragraph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this 
paragraph); 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class II or Class III milk to the ex¬ 
tent of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order: 

(4) If information concerning the 
classes to which such transfers or di¬ 
versions were allocated under the other 
order is not available to the market 
administrator for the purpose of estab¬ 
lishing classification under this para¬ 
graph, classification shall be as Class I, 
subject to adjustment when such infor¬ 
mation is available; 

(5) For purposes of this paragraph, 
if the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class consist¬ 
ing primarily of fluid milk products 
shall be classified as Class I milk, and 
skim milk or butterfat allocated to the 
other classes shall be classified as Class 
III milk; and 

(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a 
fluid milk product under such other or- 
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der, classification under this paragraph 
shall be in accordance with the provi¬ 
sions of § 1106.40. 

(c) Transfers to producer-handlers 
and transfers and diversions to govern¬ 
mental agency plants. Skim milk or but¬ 
terfat transferred in the following forms 
from a pool plant to a producer-handler 
under this or any other Federal order or 
transferred or diverted from a pool plant 
to a governmental agency plant shall be 
classified: 

(1) As Class I milk, if so moved in the 
form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market adminis¬ 
trator, if transferred in the form of a 
bulk fluid cream product. For this pur¬ 
pose, the transferee’s utilization of skim 
milk and butterfat in each class, in 
series beginning wdth Class III, shall 
be assigned to the extent possible to its 
receipts of skim milk and butterfat, re¬ 
spectively, in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants . Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant, a 
producer-handler plant, or a govern¬ 
mental agency plant shall be classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or di¬ 
verted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply; 

(i) If the conditions described in (a) 
and (b) of this subdivision are met, 
transfers or diversions in bulk form shall 
be classified on the basis of the assign¬ 
ment of the nonpool plant's utilization to 
its receipts as set forth in subdivisions 
(ii) through (viii) of this subparagraph: 

(a) The transferor-handler or diver¬ 
tor-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to § 1106.30 for the month 
within which such transaction occurred: 
and 

tb) The nonpool plant operator main¬ 
tains books and records showing the 
utilization of all skim milk and butter¬ 
fat received at such plant which are 
made available for verification purposes 
if requested by the market adminis¬ 
trator; 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of pack¬ 
aged fluid milk products from such non¬ 
pool plant to plants fully regulated 
thereunder shall be assigned to the ex¬ 
tent possible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants; 

(b) Pro rata to any remaining unas¬ 
signed receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant from 
pool plants; and 

id) Pro rata to any remaining unas¬ 
signed receipts of bulk fluid milk prod¬ 


ucts at such nonpool plant from other 
order plants; 

(iii) Any remaining Class I disposition 
of packaged fluid milk products from the 
nonpool plant shall be assigned to the 
extent possible pro rata to any remain¬ 
ing unassigned receipts of packaged fluid 
milk products at such nonpool plant from 
pool plants and other order plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts of 
fluid milk products from such plant and 
are allocated to Class I at the transferee- 
plant, shall be assigned to the extent pos¬ 
sible in the follow^ing sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from pool 
plants; and 

(b) Pro rata to any remaining unas¬ 
signed receipts of fluid milk products at 
such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence: 

(a) To such nonpool plant's receipts 
from dairy farmers who the market ad¬ 
ministrator determines constitute reg¬ 
ular sources of Grade A milk for such 
nonpool plant; and 

(b) To such nonpool plant’s receipts of 
Grade A milk from plants not fully reg¬ 
ulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of 
Grade A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent possi¬ 
ble first to any remaining Class I utiliza¬ 
tion. then to Class m utilization, and 
then to Class n utilization at such non¬ 
pool plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, 
to the extent possible first to any re¬ 
maining Class in utilization, then to any 
remaining Class II utilization, and then 
to Class I utilization at such nonpool 
plant; and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a plant 
not fully regulated under any Federal 
milk order shall be classified on the basis 
of the second plant’s utilization using 
the same assignment priorities at the sec¬ 
ond plant that are set forth in this sub- 
paragraph. 

§ 1106.43 General classification rules* 

In determining the classification of 
producer milk pursuant to § 1106.44, the 
following rules shall apply: 

(a) Each accounting period the mar¬ 
ket administrator shall correct for 
mathematical and other obvious errors 
all reports filed pursuant to § 1106.30 and 
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shall compute separately for each pool 
plant and for each cooperative associa¬ 
tion with respect to milk for which it is 
the handler pursuant to § 1106.9 (b) or 
(c) the pounds of skim milk and butter- 
fat. respectively, in each class in accord¬ 
ance with §§ 1106.40, 1106.41. and 

1106.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are 
to be considered under this part as used 
or disposed of by the handler shall be 
an amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer milk 
for which a cooperative association is the 
handler pursuant to § 1106.9 (b) or (c) 
shall be determined separately from the 
operations of any pool plant operated 
by such cooperative association. 

§ 1106.4*1 Clarification of producer 
milk. 

For each accounting period the market 
administrator shall determine the clas¬ 
sification of producer milk of each han¬ 
dler described in § 1106.9(a) for each of 
his pool plants separately and of each 
handler described in § 1106.9 (b) and (c) 
by allocating the handler’s receipts of 
skim milk and butterfat to his utilization 
as follows; 

(a) Skim milk shall be allocated in 
the following manner: 

(1) Subtract from the total pounds of 
skim milk in Class III the pounds of 
skim milk in shrinkage specified in 
§ 1106.41(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
Priced as Class I milk and is not used 
as an offset for any other payment obli¬ 
gation under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) <vi) of this 
paragraph, as follows: 

(i) From Class III milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

(ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class II the pounds of skim milk 
in products specified in § 1106.40(b) (1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class II; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class II the 
Pounds of skim milk in products specified 
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in § 1106.40(b) (1) that were in inventory 
at the beginning of the month in pack¬ 
aged form, but not in excess of the 
pounds of skim milk remaining in 
Class II; 

(6) Subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim milk 
that was classified as Class III milk pur¬ 
suant to § 1106.40(c) (6)), any product 
specified in § 1106.40(b). but not in ex¬ 
cess of the pounds of skim milk remain¬ 
ing in Class II; 

(7) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in each class, in series begin- 
ing with Class HI, the pounds of skim 
milk in each of the following; 

(i) Otlier source milk (except that 
received in the form of a fluid milk 
product) and packaged inventory at the 
beginning of the month of products spe¬ 
cified in 5 1106.40(b)(1) that were not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

(u> Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 

(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order and from a governmental agency 
plant; 

(v> Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Fed¬ 
eral milk order providing for individual- 
handler pooling, to the extent that recon¬ 
stituted skim milk is allocated to Class I 
at tlie transferor-plant; 

(8) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in Class n and Class HI, in 
sequence beginning with Class HI; 

(i) The pounds of skim milk in receipts 
of fluid milk products from an unregu¬ 
lated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2) 
and (7) (v) of this paragraph for which 
the handler requests a classification other 
than Class I, but not in excess of the 
pounds of skim milk remaining in Class 
H and Class IH combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2), (7) (v), and (8) (i) of this paragraph 
which are in excess of the pounds 
of skim milk determined pursuant to 
(a) through (c) of this subdivision. 
Should the pounds of skim milk to be 
subtracted from Class H and Class IH 
combined exceed the pounds of skim milk 
remaining in such classes, the pounds of 
skim milk in Class H and Class in shall 
be increased (increasing Class m first to 
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the extent permitted by the handler's 
total Class IH utilization at his other 
pool plants) by an amount equal to such 
quantity to be subtracted and the pounds 
of skim milk in Class I shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at this location step at other pool 
plants of the handler shall be adjusted to 
the extent possible in the reverse direc¬ 
tion by a like amount. Such adjustment 
shall be made at the other plants in 
sequence beginning with the plant hav¬ 
ing the least minus location adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class 
I at this allocation step at all pool plants 
of the handler; 

(b) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all pool plants of the handler 
of producer milk, milk from a handler 
described in § 1106.9(c), fluid milk prod¬ 
ucts from pool plants of other handlers, 
and bulk fluid milk products from other 
order plants that were not subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the re¬ 
ceipts of skim milk in fluid milk products 
from unregulated supply plants that re¬ 
main at this pool plant is of all such 
receipts remaining at this allocation step 
at all pool plants of the handler; and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from 
an other order plant that are in excess 
of bulk fluid milk products transferred or 
diverted to such plant and that were not 
subtracted pursuant to subparagraph (7) 
(vi) of tills paragraph, if Class II or 
Class HI classification is requested by 
the operator of the other order plant 
and the handler, but not in excess of 
the pounds of skim milk remaining in 
Class II and Class IH combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class IH, the pounds of 
skim milk in fluid milk products and 
products specified in § 1106.40(b) il> in 
inventory at the beginning of the ac¬ 
counting period that were not sub¬ 
tracted pursuant to subparagraph < 5 > of 
this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class HI the pounds of 
skim milk subtracted pursuant to sub- 
paragraph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk 
remaining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n and 
Class HI combined at this allocation step 
at all pool plants of the handler, with 
the quantity prorated to Class H and 
Class HI combined being subtracted first 
from Class III and then from Class II. 
the pounds of skim milk in receipts of 
fluid milk products from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraphs (2), (7)(v), 
and (8) (i) and (ID of this paragraph 
and that were not offset by transfers or 
diversions of fluid milk products to the 
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same unregulated supply plant from 
which fluid milk products to be allocated 
at this step were received; 

(i) Should the pounds of skim milk 
to be subtracted from any class pursuant 
to this subparagraph exceed the pounds 
of skim milk remaining in such class, 
the pounds of skim milk in such class 
shall be increased by an amount equal to 
such quantity to be subtracted and the 
pounds of skim milk in the other classes 
(beginning with the higher-priced class) 
shall be decreased by a like amount. In 
such case, the pounds of skim milk re¬ 
maining in each class at this allocation 
step at other pool plants of the handler 
shall be adjusted to the extent possible 
in the reverse direction by a like amount. 
Such adjustment shall be made at the 
other plants in sequence beginning with 
the plant having the least minus loca¬ 
tion adjustment; 

(12) Subtract in the manner specified 
below from the pounds of skim milk 
remaining in each class the pounds of 
skim milk in receipts of bulk fluid milk 
products from an other order plant that 
are in excess of bulk fluid-milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to 
subparagraphs (7)(vi) and (8)(iii) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph. such subtraction shall be pro rata 
to the pounds of skim milk in Class I 
and in Class H and Class m combined, 
with the quantity prorated to Class II 
and Class in combined being subtracted 
first from Class in and then from Class 
n, with respect to whichever of the 
following quantities represents the lower 
proportion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as 
announced for the month pursuant to 
§ 1106.45(a); or 

(b) The total pounds of skim milk 
remaining in each class at this alloca¬ 
tion step at all pool plants of the handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk 
at all pool plants of the handler that 
are to be subtracted at this allocation 
step from Class II and Class III 
combined exceeding the pounds of skim 
milk remaining in Class II and Class in 
at all such plants, the pounds of such 
excess shall be subtracted from the 
pounds of skim milk remaining in Class 
I after such proration at the pool plants 
at which such other source milk was 
received; and 

(iii) Except as provided in subdivision 

(ii) of this subparagraph, should the 
computations pursuant to either subdi¬ 
vision (i) or (ii) of this subparagraph 
result in a quantity of skim milk to 
be subtracted from any class that ex¬ 
ceeds the pounds of skim milk remain¬ 
ing in such class, the pounds of skim 
milk in such class shall be increased 
by an amount equal to such quantity to 
be subtracted and the pounds of skim 
milk in the other classes (beginning with 
the higher-priced class) shall be de¬ 
creased by a like amount. In such case, 
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the pounds of skim milk remaining in 
each class at this allocation step at other 
pool plants of the handler shall be ad¬ 
justed to the extent possible in the re¬ 
verse direction by a like amount. Such 
adjustment shall be made at the other 
plants in sequence beginning with the 
plant having the least minus location 
adjustment; . . 

(13) Subtract from the pounds of 
skim milk remaining in each class the 
pounds of skim milk in fluid milk prod¬ 
ucts and bulk fluid cream products from 
another pool plant according to the clas¬ 
sification of such products pursuant to 
§ 1106.42(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class HI. Any 
amount so subtracted shall be known as 

“overage"; „ A _ . 

(b) Butterfat shall be allocated m ac¬ 
cordance with the procedure outlined 
for skim milk in paragraph (a) of this 
section; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining in 
each class after the computations pur¬ 
suant to 5 1106.44(a) (14) and the corre¬ 
sponding step of § 1106.44(b). 

§ 1106.43 Market administrator’s re¬ 
ports and announcements concerning 
classification* 

The market administrator shall make 
the following reports and announce¬ 
ments concerning classification: 

(a) Whenever required for the pur¬ 
pose of allocating receipts from other 
order plants pursuant to § 1106.44(a) 
(12) and the corresponding step of 
§ 1106.44(b), estimate and publicly an¬ 
nounce the utilization (to the nearest 
whole percentage) in each class during 
the month of skim milk and butterfat, 
respectively, in producer milk of all han¬ 
dlers. Such estimate shall be based upon 
tiie most current available data and 
shall be final for such purpose. 

(b) Report to the market adminis¬ 
trator of the other order, as soon as pos¬ 
sible after the report of receipts and uti¬ 
lization for the month is received from a 
handler who has received fluid milk 
products or bulk fluid cream products 
from an other order plant, the class to 
which such receipts are allocated pur¬ 
suant to § 1106.44 on the basis of such 
report, and, thereafter, any change in 
such allocation required to correct er¬ 
rors disclosed in the verification of such 
report. 

(c) Furnish to each handler operating 
a pool plant who has shipped fluid milk 
products or bulk fluid cream products to 
an other order plant the class to which 
such shipments were allocated by the 
market administrator of the other order 
on the basis of the report by the receiving 
handler, and, as necessary, any changes 
in such allocation arising from the veri¬ 
fication of such report. 

(d) On or before the 12th day after 
the end of each month, report to each 


cooperative association which so re¬ 
quests the amount and class utilization 
of milk caused to be delivered by such 
cooperative association either directly or 
from producers who are members of such 
cooperative association, to each handler 
to whom the cooperative association 
sells milk. For the purposes of this re¬ 
port, the milk caused to be so delivered 
by a cooperative association shall be pro¬ 
rated to each class in the proportion that 
the total receipts of producer milk by 
such handler w f ere used in each class. 

Class Prices 
§ 1106.30 Class prices. 

Subject to the provisions of § 1106.52, 
the class prices for the month per hun¬ 
dred weight of milk containing 3.5 per¬ 
cent butterfat shall be as follows: 

(a) Class I price. The Class I price 
shall be the basic formula price for the 
second preceding month plus $1.98. 

(b) Class 11 price. The Class II price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class m price 
shall be the basic formula price for the 
month. 

§ 1106.51 Basic formuln price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis 
and rounded to the nearest cent. For 
such adjustment, the butterfat differ¬ 
ential (rounded to the nearest one-tenth 
cent) per one-tenth percent butterfat 
shall be 0.12 times the simple average of 
the wholesale selling prices (using the 
midpoint of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the De¬ 
partment for the month. For the purpose 
of computing the Class I price, the re¬ 
sulting price shall be not less than $4.32. 

§ 1106.52 Plant location adjustments 
for handlers. 

(a) For milk received from producers 
at a plant located outside the State of 
Texas and that portion of the State of 
Oklahoma that is south of the northern 
boundaries of Beckham, Washita, Caddo, 
Canadian, Oklahoma, Pottawatomie, and 
Seminole Counties and west of the east¬ 
ern boundaries of Seminole, Pontotoc, 
Johnston, and Marshall Counties, and 50 
or more miles from the city hall in 
Oklahoma City, by the shortest hard¬ 
surfaced highway distance as determined 
by the market administrator, and classi¬ 
fied as Class I milk or assigned location 
adjustment credit pursuant to paragraph 
(b) of tills section, the price specified in 
§ 1106.50(a) shall be subject to a location 
adjustment credit computed as follow’s: 

Distance from the city hall Cents per 
in Oklahoma City (miles) hundredweight 
60 to 150.--- 10 

160.1 to 165. 12 

165.1 to 180. 14 

180.1 to 195. 16 

195.1 to 210.-. 18 

210.1 to 225. 28 

225.1 to 240. 22 


FEDERAL REGISTER, VOL 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 












Plus 1 cent for each additional 15 miles 
or fraction thereof in excess of 240 miles. 

<b> For purposes of calculating such 
adjustment, transfers between pool 
plants shall be assigned to Class I dis¬ 
position at the transferee-plant in an 
amount not in excess of that by which 105 
percent of Class I disposition at the 
transferee-plant exceeds the sum of re¬ 
ceipts at such plant from producers and 
handlers described in 5 1106.9(c), and 
the pounds assigned as Class I to receipts 
from other order plants and unregulated 
supply plants. Such assignment is to be 
made first to transferor-plants at which 
no location adjustment credit is applica¬ 
ble and then in sequence beginning with 
the plant at which the least location ad¬ 
justment would apply. 

(c) The Class I price applicable to 
other source milk shall be adjusted at the 
rates set forth in paragraph (a) of this 
section, except that the adjusted Class I 
price shall not be less than the Class HI 
price. 

§ 1106.53 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth 
day of each month the Class I price for 
the following month and the Class n 
and Class III prices for the preceding 
month. 

§ 1106.51 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for 
computing class prices or for other pur¬ 
poses is not available as prescribed in 
this part, the market administrator shall 
use a price or pricing constituent deter¬ 
mined by the Secretary to be equivalent 
to the price or pricing constituent that 
is required. 

Uniform Price 

§ 1106.60 Handler's value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the 
value of milk of each handler with re¬ 
spect to each of his pool plants and of 
each handler described in § 1106.9 (b) 
and (c) as follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pur¬ 
suant to § 1106.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1106.44(a) (14) and the corresponding 
step of § 1106.44(b) by the respective 
class prices, as adjusted by the butterfat 
differential specified in § 1106.74, that 
are applicable at the location of the 
pool plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class HI price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class n 
price, as the case may be, for the current 
month by the hundredweight of skim 
milk and butterfat subtracted from 
Class I and Class II pursuant to § 1106.44 
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(a)(9) and the corresponding step of 
§ 1106.44(b); 

(d) Add the amount obtained from 

multiplying the difference between the 
Class I price applicable at the location 
of the pool plant arid the Class IH price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to 5 1106.44(a)(7) (i) through 

(iv) and the corresponding step of 
5 1106.44(b) excluding receipts of bulk 
fluid cream products from an other or¬ 
der plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class 
in price by the hundredweight of skim 
milk and butterfat subtracted from 
Class I pursuant to § 1106.44(a)(7) (v) 
and (vi) and the corresponding step of 
§ 1106.44(b); 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregu¬ 
lated supply plants from which an equiv¬ 
alent volume was received by the 
pounds of skim milk and butterfat sub¬ 
tracted from Class I pursuant to 
§ 1106.44(a) (11) and the corresponding 
step of § 1106.44(b), excluding such skim 
milk and butterfat in receipts of bulk 
fluid milk products from an unregulated 
supply plant to the extent that an equiv¬ 
alent amount of skim milk or butterfat 
disposed of to such plant by handlers 
fully regulated under any Federal milk 
order is classified and priced as Class 
I milk and is not used as an offset for 
any other payment obligation under any 
order; and 

(g) For the first month that this 
paragraph is effective, subtract the 
amount obtained from multiplying the 
difference between the Class I price ap¬ 
plicable at the location of the pool plant 
and the Class H price, both for the pre¬ 
ceding month by the hundredweight of 
skim milk and butterfat in any fluid 
milk product or product specified in 
5 1106.40(b) that was in the plant’s in¬ 
ventory at the end of the preceding 
month and classified as Class I milk. 

§1106.61 Coiupulalion of uniform 
price. 

For each month, the market adminis¬ 
trator shall compute the uniform price 
per hundredweight for milk of 3.5 per¬ 
cent butterfat content received from 
producers as follows: 

(a) Combine into one total the values 
computed pursuant to 5 1106.60 for all 
handlers who made the reports pre¬ 
scribed in 5 1106.30 and who made the 
payments pursuant to 5§ 1106.71 and 
1106.73 for the preceding month. 

(b) Add the aggregate of the values of 
all allowable location adjustments to pro¬ 
ducers pursuant to 5 1106.75. 

(c) Add not less than one-half of the 
cash balance on hand in the producer- 
settlement fund less the total amount of 
the contingent obligations to handlers 
pursuant to § 1106.72. 

(d) Divide the resulting amount by the 
sum of the following for all handlers in¬ 
cluded in these computations: 


19245 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
5 1106.60(f). 

(e) Subtract not less than 4 cents 
nor more than 5 cents per hundred¬ 
weight. The result shall be the “uni¬ 
form price” for milk received from pro¬ 
ducers. 

§ 1106.62 Announcement of uniform 
price and butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of each 
month the uniform price for such month. 

Payments for Milk 
§ 1106.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund known 
as the “producer-settlement fund” into 
which he shall deposit all payments 
made by handlers pursuant to §5 1106.71, 
1106.76, and 1106.77 and from which he 
shall make all payments to handlers pur¬ 
suant to 51 1106.72 and 1106.77. 

§1106.71 Payments to the produecr- 
.settlemeiil fund. 

(a) On or before the 13th day after 
the end of the month, each handler shall 
pay to the market administrator the 
amount, if any. by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the 
handler for such month as determined 
pursuant to 5 1106.60. 

(2) The sum of: 

(i) The value at the uniform price, as 
adjusted pursuant to § 1106.75, of such 
handler’s receipts of producer milk; and 

(ii) The value at the uniform price ap¬ 
plicable at the location of the plant from 
which received of other source milk for 
which a value is computed pursuant to 
§ 1106.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to Class 
I at such plant. If there is such route dis¬ 
position from such plant in marketing 
areas regulated by two or more market- 
wide pool orders, the reconstituted skim 
milk allocated to Class I shall be pro¬ 
rated to each order according to such 
route disposition in each marketing area; 
and 

(2) Compute the value of the recon¬ 
stituted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route dis¬ 
position in this marketing area by multi¬ 
plying the quantity of such skim milk by 
the difference between the Class I price 
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under this part that is applicable at the 
location of the other order plant (but 
not to be less than the Class in price) 
and the Class in price. 

§ 1106.72 Payments from the produccr- 
hettlement fund. 

On or before the 14th day after the 
end of each month the market adminis¬ 
trator shall pay to each handler includ¬ 
ing a cooperative association which is 
a handler the amount, if any, by which 
the amount computed pursuant to 
§ 1106.71(a) (2) exceeds the amount com¬ 
puted pursuant to § 1106.71(a) (1). If the 
balance in the producer-settlement fund 
is insufficient to make all payments pur¬ 
suant to this section, the market admin¬ 
istrator shall reduce uniformly such pay¬ 
ments and shall complete such payments 
as soon as the necessary funds are 
available. 

§ 1106.73 Payments to producers and to 
cooperative associations. 

Each handler shall make payment as 
follows: 

(a) On or before the 15th day after 
the end of the month during w-hich the 
milk was received, to each producer to 
whom payment is not made pursuant to 
paragraph (c) of this section, at not less 
than the applicable uniform price(s) for 
such month computed pursuant to 
§ 1106.61, as adjusted pursuant to 
§§ 1106.74 and 1106.75, and less the 
amount of the payment made pursuant 
to paragraph (b) of this section: Pro¬ 
vided, That if by such date such handler 
has not received full payment pursuant 
to § 1106.72, he may reduce his total 
payments to all producers uniformly 
by not more than the amount of re¬ 
duction in payment from the market 
administrator; he shall, however, com¬ 
plete such payments pursuant to this 
paragraph not later than the date for 
making such payments next following re¬ 
ceipt of the balance from the market 
administrator; 

(b) On or before the last day of each 
month, to each producer for whom pay¬ 
ment is not made pursuant to paragraph 
(d) of this section for milk received 
from him during the first 15 days of the 
month at not less than the Class HI 
price for the preceding month; 

(c) To a cooperative association with 
respect to milk for which the cooperative 
association is a handler on or before the 
10th day of each month for milk which 
is caused to be delivered to such handler 
during the preceding month at not less 
than the value of such milk at the class 
prices, as adjusted by the butterfat 
differential specified in § 1106.74, that 
are applicable at the location of the re¬ 
ceiving handler’s pool plant; and 

(d) (1) Upon receipt of written re¬ 
quest from a cooperative association 
which the market administrator de¬ 
termines is authorized by its members 
to collect payment for their milk and 
receipt of a written promise to reimburse 
the handler for the amount of any actual 
loss incurred by him because of any im¬ 
proper claim on the part of the coopera¬ 
tive association, each handler shall: 


(i) Pay to the cooperative association 
on or before the 13th and 27th days of 
each month in lieu of payments pur¬ 
suant to paragraphs (a) and (b), re¬ 
spectively of this section, an amount 
equal to the gross sum due for all milk 
received from certified members, less 
amounts owed by each member producer 
to the handler for supplies purchased 
from him on prior written order or as 
evidenced by a delivery ticket signed by 
the producer; 

(ii) Submit to the cooperative associ¬ 
ation on or before the 10th day of each 
month written information which shows 
for each member producer: 

(a) The total pounds of milk re¬ 
ceived during the preceding month; 

(b) TTie total pounds of butterfat con¬ 
tained in such milk; 

(c) The number of days on which milk 
was received; and 

(d) The amounts withheld by the 
handler in payment for supplies sold; 
and 

(ill) Submit to the cooperative associ¬ 
ation on or before the 25th day of each 
month, written information which shows 
for each member producer the total 
pounds of milk received during the first 
15 days of the current month. The fore¬ 
going payment and submission of infor¬ 
mation shall be made with respect to 
milk of each producer, who the coopera¬ 
tive association certifies is a member, 
which is received on and after the first 
day of the calendar month next follow¬ 
ing the receipt of such certification 
through the last day of the month next 
preceding receipt of notice from the co¬ 
operative association of a termination of 
membership or until the original request 
is rescinded in writing by the association; 
and 

(2) A copy of each such request, 
promise to reimburse, and certified list of 
members shall be filed simultaneously 
with the market administrator by the 
cooperative and shall be subject to veri¬ 
fication at his discretion through audits 
of the records of the cooperative associa¬ 
tion pertaining thereto. Exceptions, if 
any, to the accuracy of such certification 
by a producer claimed to be a member 
or by a handler shall be made by written 
notice to the market administrator and 
shall be subject to his determination. 

§ 1106.74 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a but¬ 
terfat differential, rounded to the near¬ 
est one-tenth cent, which shall be 0.115 
times the simple average of the whole¬ 
sale selling prices (using the midpoint of 
any price range as one price) of Grade A 
(92-score) bulk butter per pound at Chi¬ 
cago, as reported by the Department for 
the month. 

§ 1106.75 Plant location adjustments 
for producers and on non pool milk. 

(a) In making payments to producers 
pursuant to § 1106.73 for producer milk 
received at a pool plant, the uniform 


price computed pursuant to § 1106.61 
shall be reduced according to the loca¬ 
tion of the pool plant at the rate set 
forth in § 1106.52(a); 

(b) For the purpose of computations 
pursuant to §§ 1106.71 and 1106.72, the 
uniform price shall be adjusted at the 
rate set forth in § 1106.52(a) applicable 
at the location of the nonpool plant from 
which the milk was received (but not to 
be less than the Class in price); and 

(c) In making payments to producers 
pursuant to § 1106.73 for producer milk 
diverted from a pool plant to a nonpool 
plant, the uniform price computed pur¬ 
suant to § 1106.61 shall be reduced ac¬ 
cording to the location of the nonpool 
plant at which the milk is received at the 
rate set forth in § 1106.52(a). 

§ 1106.76 Payment* by handler oper¬ 
ating a partially regulated distribut¬ 
ing plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to paragraph 
(a) of this section. If the handler sub¬ 
mits pursuant to §§ 1106.30(b) and 
1106.31(b) the information necessary for 
making the computations, such han¬ 
dler may elect to pay in lieu of such pay¬ 
ment the amount computed pursuant to 
paragraph (b) of this section: 

(a) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the pounds of route 
disposition in the marketing area from 
the partially regulated distributing 
plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant- 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of an¬ 
other Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used 
as an offset for any other payment ob¬ 
ligation under any order. 

(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (but not to 
be less than the Class HI price); and 

(5) And the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class in price) and the Class m 
price. 
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(b) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the value that would 
have been computed pursuant to § 1106.60 
for the partially regulated distributing 
plant if the plant had been a pool plant, 
subject to the following modifications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in 
which such products were classified at 
the fully regulated plant; 

(ii) Fluid milk products and bulk fluid 
cream products transferred from the 
partially regulated distributing plant to 
a pool plant or an other order plant shall 
be classified at the partially regulated 
distributing plant in the class to which 
allocated at the fully regulated plant. 
Such transfers shall be allocated to the 
extent possible to those receipts at the 
partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of this 
subparagraph. Any such transfers re¬ 
maining after the above allocation which 
are classified in Class I and for which a 
value is computed for the handler oper¬ 
ating the partially regulated distributing 
plant pursuant to § 1106.60 shall be 
priced at the uniform price (or at the 
weighted average price if such is pro¬ 
vided) of the respective order regulating 
the handling of milk at the transferee 
plant, with such uniform price adjusted 
to the location of the nonpool plant (but 
not to be less than the lowest class price 
of the respective order), except that 
transfers of reconstituted skim milk in 
filled milk shall be priced at the lowest 
class price of the respective order; and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant to 
§ 1106.60 for such handler shall include, 
in lieu of the value of other source milk 
specified in 5 1106.60(f) less the value 
of such other source milk specified in 
8 1106.71(a) (2) (ii), a value of milk de¬ 
termined pursuant to § 1106.60 for each 
nonpool plant that is not an other order 
plant which serves as a supply plant for 
such partially regulated distributing 
plant by making shipments to the par¬ 
tially regulated distributing plant during 
the month equivalent to the require¬ 
ments of § 1106.7(b) subject to the fol¬ 
lowing conditions: 

(а) The operator of the partially reg¬ 
ulated distributing plant submits with 
his reports filed pursuant to §§ 1106.30 

(b) and 1106.31(b) similar reports for 
each such nonpool supply plant; 

(б) The operator of such non pool 
supply plant maintains books and rec¬ 
ords showing the utilization of all skim 
milk and butterfat received at such 
Plant which are made available if re¬ 
quested by the market administrator for 
verification purposes; and 

(c) The value of milk determined 
Pursuant to § 1106.60 for such nonpool 
supply plant shall be determined in the 
same manner prescribed for computing 


the obligation of such partially regu¬ 
lated distributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the opera¬ 
tor of such partially regulated distribut¬ 
ing plant for milk received at the plant 
during the month that would have been 
producer milk if the plant had been fully 
regulated; 

(ii) If subparagraph (lHili) of this 
paragraph applies, the gross payments 
by the operator of such nonpool supply 
plant for milk received at the plant dur¬ 
ing the month that would have been 
producer milk if the plant had been 
fully regulated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of an¬ 
other order under which such plant is 
also a partially regulated distributing 
plant and like payments by the opera¬ 
tor of the nonpool supply plant if 
subparagraph (1) (iii) of this paragraph 
applies. 

§ 1106.77 Adjustment* of account*. 

Whenever audit by the market admin¬ 
istrator of any handler’s reports, books, 
records, or accounts discloses errors re¬ 
sulting in money due (a) the market 
administrator from such handler, <b) 
such handler from the market adminis¬ 
trator, or (c) any producer or coopera¬ 
tive association from such handler, the 
market administrator shall promptly no¬ 
tify such handler of any amount so due 
and payment thereof shall be made on 
or before the next date for making pay¬ 
ments set forth in the provisions under 
which such error occurred. 

Administrative Assessment and 
Marketing Service Deduction 

§ 1106.85 A3*c»smcnt for order admin¬ 
istration. 

As his pro rata share of the expense 
of administration of the order, each 
handler shall pay to the market admin¬ 
istrator on or before the 15th day after 
the end of the month 4 cents per hun¬ 
dredweight, or such lesser amount as the 
Secretary may prescribe, with respect to 
the milk described in paragraphs (a), 
(b), and (c) of this section. For each 
handler using two accounting periods in 
a month, the rate of payment shall be 
twice the rate for monthly accounting 
periods, or such lesser rate as the Sec¬ 
retary may detennine is demonstrated 
as appropriate in terms of the particular 
costs of administering the additional ac¬ 
counting period: 

(a) Producer milk (including such 
handler’s own production); 

(b) Other source milk allocated to 
Class I pursuant to § 1106.44(a) (7) and 
(11) and the corresponding steps of 
§ 1106.44(b), except such other source 
milk that is excluded from the computa¬ 
tions pursuant to § 1106.60 (d) and (f); 
and 

(c) Route disposition in the marketing 
area from a partially regulated distribut¬ 
ing plant that exceeds the skim milk 


and butterfat subtracted pursuant to 
§ 1106.76(a) (2). 

§ 1106.86 Deduction for marketing 
services. 

(a) Except as set forth in paragraph 
(b) of tills section, each handler, in 
making payments to producers (other 
than himself) pursuant to § 1106.73 shall 
deduct 5 cents per hundredweight or 
such amount not exceeding 5 cents per 
hundredweight as may be prescribed by 
the Secretary, and shall pay such deduc¬ 
tions to the market administrator on or 
before the 15 th day after the end of 
each month. Such money shall be used 
by the market administrator to sample, 
test, and check the weights of milk re¬ 
ceived from producers and to provide 
producers with market information. 

(b) In the case of producers for whom 
a cooperative association is actually per¬ 
forming the services set forth in para¬ 
graph (a) of this section, each handler 
shall make, in lieu of the deductions 
specified in paragraph (a) of this sec¬ 
tion, such deductions from the payments 
to be made to such producers as may be 
authorized by the membership agree¬ 
ment or marketing contract between 
such cooperative association and such 
producers and on or before the 15th day 
after the end of the month pay such 
deduction to the cooperative association 
rendering such services, identified by a 
statement showing for each such pro¬ 
ducer the information required to be re¬ 
ported to the market administrator 
pursuant to § 1106.31(a). In lieu of such 
statement a handler may authorize the 
market administrator to furnish such 
cooperative association the information 
with respect to such producers reported 
pursuant to § 1106.31(a). 


PART 1120—MILK IN LUBBOCK- 
PLAINVIEW, TEXAS, MARKETING 
AREA 

Subpart—Order Regulating Handling 

General Provisions 

Sec. 

1120.1 General provisions. 

Definitions 

1120.2 Lubbock-Plalnview. Tex., marketing 

area. 

1120.3 Route disposition. 

1120.4 Plant. 

1120.5 Distributing plant. 

1120.6 Supply plant. 

1120.7 Pool plant. 

1120.8 Nonpool plant. 

1120.9 Handler. 

1120.10 Producer-handler. 

1120.11 (Reserved | 

1120.12 Producer. 

1120.13 Producer milk. 

1120.14 Other source milk. 

1120.15 Fluid mUk product. 

1120.16 Fluid cream product. 
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Classification of Milk 

Sec. 

1120.40 Classes of utilization. 

1120.41 Shrinkage. 

1120.42 Classification of transfers and diver¬ 

sions. 

1120.43 General classification rules. 

1120.44 Classification of produoer milk. 

1120.45 Market administrator’s reports and 

announcements concerning clas¬ 
sification. 

Class Prices 

1120.50 Class prices. 

1120.51 Basic formula price. 

1120.52 Plant location adjustments for han¬ 

dlers. 

1120.53 Announcement of class prices. 

1120.54 Equivalent price. 

Uniform Price 

1120.60 Handler’s value of milk for com¬ 

puting uniform price. 

1120.61 Computation of uniform price. 

1120.62 Announcement of uniform price 

and hutterfat differential. 

Payments for Milk 

1120.70 Producer-settlement fund. 

1120.71 Payments to the producer-settle¬ 

ment fund. 

1120.72 Payments from the producer-settle¬ 

ment fund. 

1120.73 Payments to producers and to co¬ 

operative associations. 

1120.74 Butterfat differential. 

1120.75 Plant location adjustments for pro¬ 

ducers and on nonpool milk. 

1120.76 Payments by handler operating a 

partially regulated distributing 
plant. 

1120.77 Adjustment of accounts. 

1120.78 Charges on overdue accounts. 


§1120.3 Route disposition. 

"Route disposition” means any de¬ 
livery of a fluid milk product classified 
as Class I milk from a plant to whole¬ 
sale or retail outlets (including any dis¬ 
position by a vendor, from a plant store, 
or through a vending machine) other 
than a delivery to a plant. 

§1120.1 Plant. 

"Plant” means the land, buildings to¬ 
gether with their surroundings, facilities 
and equipment, whether owned or oper¬ 
ated by one or more persons, constitut¬ 
ing a single operating unit or establish¬ 
ment at which milk or milk products 
(including filled milk) are received from 
dairy farmers or processed or packaged: 
Provided, That a separate establishment 
used only for the purpose of transferring 
bulk milk from one tank truck to another 
tank truck, or only as a distribution de¬ 
pot for fluid milk products in transit on 
routes shall not be a plant under this 
definition. 

§1120.5 Distributing plant. 

"Distributing plant” means a plant 
from which there is route disposition of 
any Grade A fluid milk product during 
the month in the marketing area. 

§1120.6 Supply plant. 

"Supply plant” means a plant from 
which milk or skim milk acceptable for 
distribution under a Grade A label is 
moved during the month to a distribut¬ 
ing plant. 


Administrative Assessment and Marketing 
Service Deduction 

1120.85 Assessment for order administra¬ 

tion. 

1120.86 Deduction for marketing services. 

Authority: The provisions of this Part 
1120 issued under secs. 1-19, 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 

General Provisions 

§1120.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of tliis order. 

Definitions 

§ 1120.2 Lubbock-Plainvicw, Tex., mar¬ 
keting area. 

"Lubbock-Plainview, Tex., marketing 
area”, hereinafter called the "marketing 
area”, means all the territory within 
the boundaries of the counties of: 

Bailey. Hale. 

Castro. Hockley. 

Cochran. Lamb. 

Cottle. Lubbock. 

Crosby. Lynn. 

Dickens. Motley. 

Floyd. Terry. 

Gaines. Yoakum. 

Garza. 

all within the State of Texas, including 
all territory within such boundaries oc¬ 
cupied by Government (municipal, State 
or Federal) reservations, installations, 
institutions, or other similar establish¬ 
ments. 


§ 1120.7 Pool plant. 

Except as provided in paragraph (c) 
of this section, "pool plant” means a 
plant specified in paragraph (a) or (b) 
of this section. 

(a) A distributing plant from which 
there is total route disposition, except 
filled milk, in an amount equal to not 
less than 50 percent of the Grade A milk 
received at such plant from dairy 
farmers and from a handler described 
in § 1120.9(c) during the month unless 
the volume so disposed of in the market¬ 
ing area is less than 15 percent of such 
receipts or less than 1,500 pounds on a 
daily average: Provided , That if a por¬ 
tion of such plant, physically apart from 
the Grade A portion of such a plant, is 
operated separately and is not approved 
by any health authority for the receiv¬ 
ing, transferring, processing, or pack¬ 
aging of any fluid milk product for Grade 
A disposition, it shall not be considered 
to be a part of such pool plant pursuant 
to this paragraph. 

(b) A supply plant from which a vol¬ 
ume of fluid milk products, except filled 
milk, equal to not less than 50 percent of 
the Grade A milk received at such plant 
from dairy farmers and from a handler 
described in § 1120.9(c) is transferred 
during the month to a distributing plant 
from which during the month there 1s 
total route disposition, except filled milk, 
in an amount equal to not less than 50 
percent of its receipts of Grade A milk 
from dairy farmers, cooperative asso¬ 
ciations, and from other plants and the 


volume to disposed of in the marketing 
area is at least 15 percent of such receipts 
or a daily average of 1,500 pounds, 
whichever is less: Provided , That if a 
portion of such supply plant, physically 
apart from the Grade A portion of such 
a plant, is operated separately and is not 
approved by any health authority for 
the receiving, transferring, processing, 
or packaging of any fluid milk product 
for Grade A disposition, it shall not be 
considered to be part of such pool plant 
pursuant to this paragraph: And pro¬ 
vided further , That any plant which was 
a pool plant pursuant to this paragraph 
in each of the months of September 
through November shall be a pool plant 
for the following months of March 
through June, unless written application 
is filed with the market administrator on 
or before the first day of any such 
months for designation as a nonpool 
plant for the remaining months through 
June. 

(c) The term "pool plant” shall not 
apply to the following plants: 

(1) A producer-handler plant or a 
State institution plant; 

(2) A plant meeting the requirements 
of paragraph (a) of this section which 
also meets the pooling requirements of 
another Federal order and from which, 
the Secretary determines, there is a 
greater quantity of route disposition, ex¬ 
cept filled milk, during the month in such 
other Federal order marketing area than 
In this marketing area, except that if 
such plant was subject to all the pro¬ 
visions of this order in the immediately 
preceding month, it shall continue to be 
subject to all the provisions of this order 
until the third consecutive month in 
which a greater proportion of its route 
disposition, except filled milk, is made 
in such other marketing area, unless not¬ 
withstanding the provisions of this sub- 
paragraph it is regulated under such 
other order: or 

(3) A plant meeting the requirements 
of paragraph (a) of this section which 
also meets the pooling requirements of 
another Federal order on the basis of 
route disposition in such other marketing 
area and from which, the Secretary de¬ 
termines, there is a greater quantity of 
route disposition, except filled milk, dur¬ 
ing the month in this marketing area 
than in such other marketing area but 
which plant is fully regulated under such 
other Federal order. 

§1120.8 Nonpool plant. 

"Nonpool plant” means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) "Other order plant” means a 
plant that is fully subject to the pric¬ 
ing and pooling provisions of another 
order issued pursuant to the Act. 

(b) "Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) Issued pursuant to the Act. 

(c) "Partially regulated distributing 
plant” means a nonpool plant that is 
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neither an other order plant nor a pro¬ 
ducer-handler plant, from which there is 
route disposition in consumer-type pack¬ 
ages or dispenser units in the marketing 
area during the month. 

(d) “Unregulated supply plant” means 
any nonpool plant from which fluid milk 
products are moved to a pool plant dur¬ 
ing the month, but which is neither an 
other order plant nor a producer-handler 
plant. 

(e) “State institution plant” means a 
State owned and operated institution 
or establishment which processes or 
packages fluid milk products distributed 
solely on its premises or those of other 
State institutions or establishments. 
Such plant shall be exempt from all pro¬ 
visions of this part. 

§ 1120.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of a pool plant; 

(b) A cooperative association with re¬ 
spect to the milk of any producer which 
it causes to be diverted for its account 
pursuant to § 1120.12; 

(c) A cooperative association with re¬ 
spect to the milk of any producer which 
it causes to be delivered directly from 
the farm to the pool plant of another 
handler in a tank truck owned and oper¬ 
ated by, under contract to, or under the 
control of such association, unless the 
association notifies the market admin¬ 
istrator and the operator of the pool plant 
in writing prior to the time of delivery 
that the transferee-handler is to be the 
responsible handler on such milk; 

(d) Any person who operates a par¬ 
tially regulated distributing plant; 

(e) A producer-handler ; 

(f) Any person who operates an other 
order plant described in § 1120.7(c); and 

(g) Any person in his capacity as the 
operator of an unregulated supply plant. 

§1120.10 Producer-handler. 

“Producer-handler” means any person 
who operates a dairy farm and a dis¬ 
tributing plant and whose only source 
of supply for Class I milk is his owm farm 
production and transfers from pool 
plants: Provided, That such person 
furnishes satisfactory proof to the mar¬ 
ket administrator that the maintenance, 
care and management of all dairy ani¬ 
mals and other resources necessary to 
produce the entire amount of fluid milk 
products handled (excluding transfers 
from pool plants) and the operation of 
the plant are each the personal enter¬ 
prises of and at the personal risks of 
such person. 

§1120.11 [Re^ervedl 
§ 1120.12 Producer. 

<a) Except as provided in paragraph 

( b) of this section, “producer” means 
any person who produces milk in com¬ 
pliance with the Grade A inspection re¬ 
quirements of a duly constituted health 
authority, and whose milk is: 

(1) Received at a pool plant either di¬ 
rectly or by a handler described In 
§ 1120.9(c); or 


(2) Diverted from a pool plant to a 
nonpool plant that is not a producer- 
handler plant for the account of either 
the operator of the pool plant or a co¬ 
operative association: 

(i) Any day during the months of 
March through June; and 

(ii) Not more than 15 days production 
during any month of July through Feb¬ 
ruary: Provided, That milk so diverted 
shall be deemed to have been received 
at the location of the pool plant from 
which diverted. 

(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him w'hich is diverted to a 
pool plant from an other order plant if 
the order designates such person as a 
producer under that order and such milk 
is allocated pursuant to § 1120.44 to Class 
H or Class m utilization; and 

(3) Any person with respect to milk 
produced by him which is diverted from a 
pool plant to an other order plant if the 
other order designates such a person as 
a producer under that order with respect 
to such milk. 

§1120.13 Producer milk. 

“Producer milk” means only that skim 
milk and butterfat contained in: 

(a) Milk received at a pool plant di¬ 
rectly from producers; 

(b) Milk from producers diverted in 
accordance with the conditions set forth 
in §1120.12; or 

(c) Milk received by a handler de¬ 
scribed in § 1120.9(c): Provided, That 
such milk shall be deemed to have been 
received by such cooperative association 
at a pool plant at the location of the pool 
plant to which it was delivered. 

§1120.14 Ollier source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products 
and bulk fluid cream products from any 
source other than producers, handlers 
described in § 1120.9(c), pool plants, or 
inventory at the beginning of the 
month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1120.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
5 1120.40(b)(1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1120.40(b) (1)) for 
which the handler fails to establish a 
disposition. 

§1120.15 Fluid milk product. 

(a) Except as provided in paragraph 
(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 


(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated '(if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1120.40 (b) or (c)(1) (i) through 
(viii) if it contains by weight at least 
80 percent water and 6.5 percent non¬ 
fat milk solids and less than 9 percent 
butterfat and 20 percent total solids. 

(b) Hie term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for instant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of 
the quantity of skim milk in an equal 
volume of an unmodified product of the 
same nature and butterfat content. 

§ 1120.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim mil k containing 9 per¬ 
cent or more butterfat. 

§ 1120.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat 
(or oil). 

§ 1120.18 Cooperative association. 

“Cooperative association” means any 
cooperative marketing association which 
the Secretary determines, after applica¬ 
tion by the association: 

(a) To be qualified under the provi¬ 
sions of the Act of Congress of Febru¬ 
ary 18, 1922, as amended, known as the 
“Capper-Volstead Act”; and 

(b) To have full authority in the sale 
of milk of its members and to be en¬ 
gaged in making collective sales of or 
marketing milk or its products for its 
members. 

§1120.19 Accounting period*. 

A handler may account for receipts, 
utflization, and classification of skim 
milk and butterfat at any of his pool 
plants for two periods within a month, 
each period not to be less than 7 days, 
in the same manner as for a month if he 
provides to the market administrator in 
writing not later than 24 hours prior to 
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the end of an accounting period notifica¬ 
tion of his intention to use two account¬ 
ing periods. 

Handler Reports 

§ 1120.30 Reports of receipts ami utili¬ 
zation. 

On or before the eighth day after the 
end of each month, each handler shall 
report for each accounting period in the 
month to the market administrator, in 
the detail and on the forms prescribed 
by the market administrator, as follows: 

(a) Each handler, with respect to each 
of his pool plants, shall report the quanti¬ 
ties of skim milk and butterfat contained 
in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 

(2) Receipts of milk from handlers 
described in § 1120.9(c); 

(3) Receipts of fluid milk products 
and fluid cream products from other 
pool plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1120.40(b) (1); 
and 

(6) The utilization or disposition of 
all milk, filled milk, and milk products 
required to be reported pursuant to this 
paragraph. 

(b) Each handler operating a par¬ 
tially regulated distributing plant shall 
report with respect to such plant in the 
same manner as prescribed for reports 
required by paragraph (a) of this sec¬ 
tion. Receipts of milk that would have 
been producer milk if the plant had been 
fully regulated shall be reported in lieu 
of producer milk. Such report shall show 
also the quantity of any reconstituted 
skim milk in route disposition in the 
marketing area. 

(c) Each handler described in § 1120.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of 
all such receipts. 

(d) Each handler not specified in par¬ 
agraphs (a) through (c) of this section 
shall report with respect to his receipts 
and utilization of milk, filled milk, and 
milk products in such manner as the 
market administrator may prescribe. 

§1120.31 Payroll reports. 

(a) On or before the 20th day after the 
end of each month, each handler de¬ 
scribed in § 1120.9 (a), (b), and (c) shall 
report to the market administrator his 
producer payroll for such month, in the 
detail prescribed by the market admin¬ 
istrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 


(b) Each handler operating a partially 
regulated distributing plant who elects to 
make payment pursuant to § 1120.76(b) 
shall report for each dairy farmer who 
would have been a producer if the plant 
had been fully regulated in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 

§ 1120.32 Other reports. 

(a) Each handler shall report to the 
market administrator in the detail and 
on forms prescribed by the market ad¬ 
ministrator as follows; 

(1) On or before the first day other 
source milk is received in the form of 
any fluid milk product at any of his pool 
plants his intention to receive such prod¬ 
uct, and on or before the last day such 
product is received his intention to dis¬ 
continue receipt of such product; and 

(2) Prior to his diversion of producer 
milk to a nonpool plant, his intention 
to divert such milk, the proposed date 
or dates of such diversion and the plant 
to which such milk is to be diverted. 

(b) In addition to the reports required 
pursuant to §§ 1120.30 and 1120.31 and 
paragraph (a) of this section, each han¬ 
dler shall report such other information 
as the market administrator deems nec¬ 
essary to verify or establish such han¬ 
dler’s obligation under the order. 

Classification of Milk 
§ 1120.40 Classes of utilization. 

Except as provided in § 1120.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1120.30 shall be classified as follows: 

(a) Class I milk. Except as provided in 
paragraph (c) of this section, Class I 
milk shall be all skim milk and butter¬ 
fat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class n or Class HI milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section, Class H 
milk shall be all skim milk and butter¬ 
fat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition of 
nonfat milk solids shall be Class H milk 
in an amount equal only to the weight 
of an equal volume of an unmodified 
product of the same nature and butterfat 
content; 

(2) In packaged inventory at the end 
of the month of the products specified in 
subparagraph (1) of this paragraph; and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd 
cottage cheese. 

(c) Class III milk. Class in milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(i) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd 
cottage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 


(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b)(1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified 
in subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of this 
section; 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of to 
any commercial food processing estab¬ 
lishment (other than a milk or filled milk 
plant) at which food products (other 
than milk products and filled milk) are 
processed and from which there is no dis¬ 
position of fluid milk products or fluid 
cream products other than those received 
in consumer-type packages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk 
or packaged form and products speci¬ 
fied in paragraph (b)(1) of this section 
in bulk form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a handler 
for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler 
if the market administrator is notified 
of such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion; 

(6) In skim milk in any modified 
fluid milk product or modified product 
specified in paragraph (b)(1) of this 
section that is in excess of the quantity 
of skim milk in such product that was 
included within the fluid milk product 
definition or classified as Class II milk, 
as the case may be; and 

(7) In shrinkage assigned pursuant to 
§ 1120.41(a) to the receipts specified in 
§ 1120.41(a) (2) and in shrinkage spec¬ 
ified in § 1120.41 (b) and (c). 

§ 1120.41 Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1120.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat, 
respectively, at each pool plant to the 
respective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this section 
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on which shrinkage is allowed pursuant 
to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of this 
section which was received in the form 
of a bulk fluid milk product; 

<b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursu¬ 
ant to paragraph (a) of this section to 
the receipts specified in subparagraph 

(1) of such paragraph that is not in 
excess of; 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1120.9(c), except that if the operator 
of the plant to which the milk is de¬ 
livered purchases the milk on the basis 
of weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, 
the applicable percentage under this 
subparagraph shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butter¬ 
fat tests determined from farm bulk 
tank samples, the applicable percentage 
under this subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class in classi¬ 
fication is requested by the operators of 
both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat. respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class n or Class III classification 
is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 
(1), (2), (4), (5), and (6) of this para¬ 
graph; and 

(c) The quantity of skim milk and 
butterfat, respectively, in shrinkage of 
milk from producers for which a coop¬ 
erative association is the handler pursu¬ 
ant to § 1120.9 (b) or (c), but not in 
excess of 0.5 percent of the skim milk 
and butterfat, respectively, in such milk. 
If the operator of the plant to which the 
milk is delivered purchases such milk on 
the basis of weights determined by farm 
bulk tank calibration and butterfat tests 
determined from farm bulk tank sam¬ 
ples, the applicable percentage under 
this paragraph for the cooperative as¬ 
sociation shall be zero. 


§ 1120.42 Glassification of transfers 
and diversions. 

(a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant or by a handler de¬ 
scribed in § 1120.9(c) to another han¬ 
dler’s pool plant shall be classified as 
Class I milk unless both handlers request 
the same classification in another class. 
In either case, the classification of such 
transfers shall be subject to the follow¬ 
ing conditions: 

(1) The skim milk or butterfat clas¬ 
sified in each class shall be limited to 
the amount of skim milk and butterfat, 
respectively, remaining in such class at 
the transferee-plant after the computa¬ 
tions pursuant to $ 1120.44(a) (12) and 
the corresponding step of S 1120.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1120.44(a) (7) 
or the corresponding step of $ 1120.44 

(b), the skim milk or butterfat so trans¬ 
ferred shall be classified so as to allo¬ 
cate the least possible Class I utiliza¬ 
tion to such other source milk; and 

(3) If the transferor-handler re¬ 
ceived during the month other source 
milk to be allocated pursuant to 
§ 1120.44(a) (11) or (12) or the corre¬ 
sponding steps of § 1120.44(b), the skim 
milk or butterfat so transferred up to 
the total of the skim milk and butter¬ 
fat, respectively, in such receipts of other 
source milk, shall not be classified as 
Class I milk to a greater extent than 
w T ould be the case if the other source 
milk had been received at the trans¬ 
feree-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
apply only to the skim milk or butterfat 
that is in excess of any receipts at the 
pool plant from the other order plant 
of skim milk and butterfat, respectively, 
in fluid milk products and bulk fluid 
cream products, respectively, that are 
in the same category as described in sub- 
paragraph (1), (2), or (3) of this para¬ 
graph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, clas¬ 
sification shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this para¬ 
graph) ; 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class II or Class in milk to the extent 
of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 


(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other or¬ 
der is not available to the market admin¬ 
istrator for the purpose of establishing 
classification under this paragraph, 
classification shall be as Class I, sub¬ 
ject to adjustment when such informa¬ 
tion is available; 

(5) For purposes of this paragraph, 
if the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class consist¬ 
ing primarily of fluid milk products shall 
be classified as Class I milk, and skim 
milk or butterfat allocated to the other 
classes shall be classified as Class III 
milk; and 

(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a fluid 
milk product under such other order, 
classification under this paragraph shall 
be in accordance with the provisions of 
§ 1120.40. 

(c) Transfers to producer-handlers 
and to State institution plants. Skim milk 
or butterfat transferred in the following 
forms from a pool plant to a producer- 
handler under this or any other Federal 
order or a State institution plant shall 
be classified: 

(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market administra¬ 
tor, if transferred in the form of a bulk 
fluid cream product. For this purpose, 
the transferee’s utilization of skim milk 
and butterfat in each class, in series be¬ 
ginning with Class HI, shall be assigned 
to the extent possible to his receipts of 
skim milk and butterfat. respectively, in 
bulk fluid cream products, pro rata to 
each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant, 
a producer-handler plant, or a State in¬ 
stitution plant shall be classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply: 

(i) If the conditions described in 
(a) and ( b) of this subdivision are 
met, transfers or diversions in bulk 
form shall be classified on the basis of 
the assignment of the nonpool plant’s 
utilization to its receipts as set forth in 
subdivisions (ii) through (viii) of this 
subparagraph: 

(a) The transferor-handler or diver¬ 
tor-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to $ 1120.30 for the month 
within which such transaction occurred; 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the uti¬ 
lization of all skim milk and butterfat 
received at such plant which are made 
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available for verification purposes if re¬ 
quested by the market administrator; 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
tile nonpool plant and transfers of pack¬ 
aged fluid milk products from such non¬ 
pool plant to plants fully regulated there¬ 
under shall be assigned to the extent 
possible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool 
plant from pool plants; 

( b ) Pro rata to any remaining un¬ 
assigned receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant 
from pool plants; and 

(<f) Pro rata to any remaining un¬ 
assigned receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(iii) Any remaining Class I disposi¬ 
tion of packaged fluid milk products 
from the nonpool plant shall be assigned 
to the extent possible pro rata to any 
remaining unassigned receipts of pack¬ 
aged fluid milk products at such nonpool 
plant from pool plants and other order 
plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts of 
fluid milk products from such plant and 
are allocated to Class I at the transferee- 
plant, shall be assigned to the extent 
possible in the following sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from pool 
plants; and 

(b) Pro rata to any remaining un¬ 
assigned receipts of fluid milk products 
at such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence: 

(a) To such nonpool plant’s receipts 
from dairy fanners who the market ad¬ 
ministrator determines constitute regu¬ 
lar sources of Grade A milk for such 
nonpool plant; and 

(b) To such nonpool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of 
Grade A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent possible 
first to any remaining Class I utilization, 
then to Class HI utilization, and then to 
Class n utilization at such nonpool plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, to 
the extent possible first to any remain¬ 
ing Class III utilization, then to any 
remaining Class EC utilization, and then 


to Class I utilization at such nonpool 
plant; and v 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a plant 
not fully regulated under any Federal 
milk order shall be classified on the basis 
of the second plant’s utilization using 
the same assignment priorities at the 
second plant that are set forth in this 
subparagraph. 

§ 1120.43 General classification rule*. 

In determining the classification of 
producer milk pursuant to § 1120.44, the 
following rules shall apply: 

(a) Each month the market admin¬ 
istrator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to § 1120.30 and shall compute 
separately for each pool plant and for 
each cooperative association with respect 
to milk for which it is the handler pur¬ 
suant to § 1120.9 (b) or (c) the pounds 
of skim milk and butterfat, respec¬ 
tively, in each class in accordance with 
§§ 1120.40, 1120.41, and 1120.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are 
to be considered under this part as used 
or disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer milk 
for which a cooperative association is 
the handler pursuant to § 1120.9 (b) or 

(c) shall be determined separately from 
the operations of any pool plant operated 
by such cooperative association. 

§1120.44 Classification of producer 
milk. 

For each month the market adminis¬ 
trator shall determine the classification 
of producer milk of each handler de¬ 
scribed in § 1120.9(a) for each of his pool 
plants separately and of each handler 
described in § 1120.9 (b) and (c) by allo¬ 
cating the handler’s receipts of skim 
milk and butterfat to his utilization as 
follows: 

(a) Skim milk shall be allocated in 
the following manner: 

(1) Subtract from the total pounds of 
skim milk in Class in the pounds of 
skim milk in shrinkage specified in 
§ 1120.41(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used 
as an offset for any other payment obli¬ 
gation under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 


of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class III milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

(ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class II the pounds of skim milk 
in products specified in § 1120.40(b) (1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class II; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in products speci¬ 
fied in § 1120.40(b)(1) that were in 
inventory at the beginning of the month 
in packaged form, but not in excess of 
the pounds of skim milk remaining in 
Class II* 

(6) Subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim 
milk that was classified as Class III milk 
pursuant to § 1120.40(c)(6)), any prod¬ 
uct specified in § 1120.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II; 

(7) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in each class, in series beginning 
with Class III, the pounds of skim milk 
in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged inventory at the 
beginning of the month of products 
specified in § 1120.40(b) (1) that were not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 

(iii) Receipts of fluid milk products 
from unidentified sources: 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order and from a State institution plant; 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Federal 
milk order providing for individual- 
handler pooling, to the extent that recon¬ 
stituted skim milk is allocated to Class I 
at the transferor-plant; 

(8) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in Class II and Class III, in se¬ 
quence beginning with Class III; 
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(i) The pounds of skim milk in receipts 
of fluid milk products from an unregu¬ 
lated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2) 
and (7) (v) of this paragraph for which 
the handler requests a classification other 
than Class X, but not in excess of the 
pounds of skim milk remaining in Class 
II and Class III combined; 

<ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2), 
(7)(v), and (8) (i) of this paragraph 
which are in excess of the pounds of skim 
milk determined pursuant to (a) through 
(c) of this subdivision. Should the pounds 
of skim milk to be subtracted from Class 
n and Class ni combined exceed the 
pounds of skim milk remaining in such 
classes, the pounds of skim milk in Class 
n and Class III shall be increased (in¬ 
creasing Class HI first to the extent per¬ 
mitted by the handler’s total Class in 
utilization at his other pool plants) by an 
amount equal to such quantity to be sub¬ 
tracted and the pounds of skim milk in 
Class I shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this al¬ 
location step at other pool plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a like 
amount. Such adjustment shall be made 
at the other plants in sequence beginning 
with the plant having the least minus 
location adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class 

I at this allocation step at all pool plants 
of the handler; 

( b ) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all pool plants of the handler of 
producer milk, milk from a handler de¬ 
scribed in § 1120.9(c), fluid milk products 
from pool plants of other handlers, and 
bulk fluid milk products from other order 
plants that were not subtracted pursuant 
to subparagraph (7) (vi) of this para¬ 
graph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the re¬ 
ceipts of skim milk in fluid milk products 
from unregulated supply plants that re¬ 
main at this pool plant is of all such re¬ 
ceipts remaining at this allocation step 
at all pool plants of the handler; and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from an 
other order plant that are in excess of 
bulk fluid milk products transferred or 
diverted to such plant and that were not 
subtracted pursuant to subparagraph (7) 
(vi) of this paragraph, if Class n or 
Class m classification is requested by the 
operator of the other order plant and 
the handler, but not in excess of the 
pounds of skim milk remaining in Class 

II and Class in combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class HI, the pounds of 
skim milk in fluid milk products and 
products specified in § 1120.40(b)(1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to sub- 
paragraph (5) of this paragraph; 
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(10) Add to the remaining pounds of 
skim milk in Class in the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class II and 
Class HI combined at this allocation step 
at all pool plants of the handler, with the 
quantity prorated to Class n and Class 
HI combined being subtracted first from 
Class in and then from Class II, the 
pounds of skim milk in receipts of fluid 
milk products from an unregulated sup¬ 
ply plant that were not subtracted pur¬ 
suant to subparagraphs (2), (7) (v), and 
(8) (i) and (ii) of this paragraph and 
that were not offset by transfers or diver¬ 
sions of fluid milk products to the same 
unregulated supply plant from which 
fluid mUk products to be allocated at this 
step were received: 

(i) Should the pounds of skim milk to 
be subtracted from any class pursuant to 
this subparagraph exceed the pounds of 
skim milk remaining in such class, the 
pounds of skim milk in such class shall 
be increased by an amount equal to such 
quantity to be subtracted and the 
pounds of skim milk in the other classes 
(beginning with the higher-priced class) 
shall be decreased by a like amount. In 
such case, the pounds of skim milk re¬ 
maining in each class at this allocation 
step at other pool plants of the handler 
shall be adjusted to the extent possible 
in the reverse direction by a like amount. 
Such adjustment shall be made at the 
other plants in sequence beginning with 
the plant having the least minus loca¬ 
tion adjustment; 

(12) Subtract in the manner specified 
below from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
milk in receipts of bulk fluid milk prod¬ 
ucts from an other order plant that are 
in excess of bulk fluid milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to 
subparagraphs (7) (vi) and (8) (iii) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I 
and in Class II and Class m combined, 
with the quantity prorated to Class n 
and Class III combined being subtracted 
first from Class m and then from Class 
n, with respect to whichever of the fol¬ 
lowing quantities represents the lower 
proportion of Class I milk; 

(a) The estimated utilization of skim 
milk of all handlers in each class as an¬ 
nounced for the month pursuant to 
5 1120.45(a); or 

(b) The total pounds of skim milk re¬ 
maining in each class at this allocation 
step at all pool plants of the handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk at 
all pool plants of the handler that are to 
be subtracted at this allocation step from 
Class n and Class in combined exceed¬ 
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ing the pounds of skim milk remaining in 
Class n and Class in at all such plants, 
the pounds of such excess shall be sub¬ 
tracted from the pounds of skim milk 
remaining in Class I after such prora¬ 
tion at the pool plants at which such 
other source milk was received; 

(iii) Except as provided in subdivision 
(ii) of this subparagraph, should the 
computations pursuant to either sub¬ 
division (i) or (ii) of this subparagraph 
result in a quantity of skim milk to be 
subtracted from any class that exceeds 
the pounds of skim milk remaining In 
such class, the pounds of skim milk in 
such class shall be increased by an 
amount equal to such quantity to be sub¬ 
tracted and the pounds of skim milk in 
the other classes (beginning with the 
higher-priced class) shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at this allocation step at other pool 
plants of the handler shall be adjusted 
to the extent possible in the reverse di¬ 
rection by a like amount. Such adjust¬ 
ment shall be made at the other plants 
in sequence beginning with the plant 
having the least minus location adjust¬ 
ment; 

(13) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products and 
bulk fluid cream products from another 
pool plant or a handler described in 
§ 1120.9(c) according to the classifica¬ 
tion of such products pursuant to 
§ 1120.42(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class III. Any 
amount so subtracted shall be known as 
“overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined for 
skim milk in paragraph (a) of this sec¬ 
tion; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining in 
each class after the computations pur¬ 
suant to § 1120.44(a) (14) and the cor¬ 
responding step of § 1120.44(b). 

§ 1120.45 Market administrator'* re¬ 
ports and announcements concerning 
classification. 

The market administrator shall make 
the following reports and announce¬ 
ments concerning classification: 

(a) Whenever required for the pur¬ 
pose of allocating receipts from other 
order plants pursuant to § 1120.44(a) (12) 
and the corresponding step of 5 1120.44 
(b). estimate and publicly announce the 
utilization (to the nearest whole per¬ 
centage) in each class during the month 
of skim milk and butterfat, respectively, 
in producer milk of all handlers. Such 
estimate shall be based upon the most 
current available data and shall be final 
for such purpose. 

(b) Report to the market administra¬ 
tor of the other order, as soon as possible 
after the report of receipts and utiliza- 
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tion for the month is received from a 
handler who has received fluid milk 
products or bulk fluid cream products 
from an other order plant, the class to 
which such receipts are allocated pur¬ 
suant to 1 1120.44 on the basis of such 
report, and, thereafter, any change in 
such allocation required to correct errors 
disclosed in the verification of such 
report. 

(c) Furnish to each handler operating 
a pool plant who has shipped fluid milk 
products or bulk fluid cream products to 
an other order plant the class to which 
such shipments were allocated by the 
market administrator of the other order 
on the basis of the report by the receiv¬ 
ing handler, and, as necessary, any 
changes in such allocation arising from 
the verification of such report. 

(d) On or before the 10th day after 
the end of each month report to each 
cooperative association, upon request by 
such association, the percentage of pro¬ 
ducer milk caused to be delivered by such 
association which was used in each class 
by each handler receiving such milk. For 
the purpose of this report the milk so 
received shall be prorated to each class 
in the proportion that the total receipts 
of producer milk by such handler were 
used in each class. 

Class Pricks 
§ 1120.50 Class prices. 

Subject to the provisions of § 1120.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 percent 
butterfat shall be as follows: 

(a) Class I price. The Class I price 
shall be the basic formula price for the 
second preceding month plus $2.42. 

(b) Class II price . The Class n price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class in price 
shall be the basic formula price for the 
month. 

§ 1120.51 Basie formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis 
and rounded to the nearest cent. For such 
adjustment, the butterfat differential 
(rounded to the nearest one-tenth cent) 
per one-tenth percent butterfat shall be 
0.12 times the simple average of the 
wholesale selling prices (using the mid¬ 
point of any price range as one price) of 
Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the 
Department for the month. For the pur¬ 
pose of computing the Class I price, the 
resulting price shall be not less than 
$4.33. 

§ 1120.52 Plant location adjustment# 
for handler#. 

(a) For producer milk which is re¬ 
ceived at a pool plant located either out¬ 
side of the State of Texas, or within the 
State but north of the counties of Parm¬ 
er, Castro, Swisher, Briscoe. Hall, and 
Childress and 100 miles or more from the 
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city hall, Lubbock, Tex., by the shortest 
hard-surfaced highway distance as de¬ 
termined by the market administrator, 
and which is assigned to Class I pursuant 
to paragraph (b) of this section or other¬ 
wise classified as Class I milk, the price 
specified in § 1120.50(a) shall be reduced 
at the rate set forth in the following 
table according to the location of the 
plant where such milk is received: 

Rate per 
hundred¬ 
weight 

Miles from Lubbock City (cents) 

Hall: 

100 miles but less than 110 miles. - 10 

For each additional 10 mUes or frac¬ 
tion thereof an additional- 1. 5 

(b) For purposes of calculating such 
adjustment, transfers between pool 
plants shall be assigned Class I disposi¬ 
tion at the transferee-plant, in excess of 
the sum of receipts at such plant from 
producers and handlers described in 
§ 1120.9(c) and the pounds assigned as 
Class I to receipts from other order 
plants and unregulated supply plants, 
such assignment to be made first to 
transferor-plants at which no location 
adjustment credit is applicable and then 
in sequence beginning with the plant at 
which the least location adjustment 
would apply. 

(c) The Class I price applicable to 
other source milk shall be adjusted at the 
rates set forth in paragraph (a) of this 
section, except that the adjusted Class I 
price shall not be less than the Class m 
price. 

§ 1120.53 Announcement of cla#s price#. 

The market administrator shall an¬ 
nounce publicly on or before the fifth 
day of each month the Class I price for 
the following month and the Class II 
and Class in prices for the preceding 
month. 

§1120.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for 
computing class prices or for other pur¬ 
poses is not available as prescribed in 
this part, the market administrator shall 
use a price or pricing constituent deter¬ 
mined by the Secretary to be equivalent 
to the price or pricing constituent that 
is required. 

Uniform Price 

§ 1120.60 Handler’s value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect to 
each of his pool plants and of each han¬ 
dler described in § 1120.9 (b) and (c) 
as follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pursu¬ 
ant to § 1120.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
5 1120.44(a) (14) and the corresponding 


step of 5 1120.44(b) by the respective 
class prices, as adjusted by the butterfat 
differential specified in § 1120.74, that are 
applicable at the location of the pool 
plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class ni price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class 
n price, as the case may be, for the cur¬ 
rent month by the hundredweight of 
skim milk and butterfat subtracted from 
Class I and Class n pursuant to § 1120.44 

(a) (9) and the corresponding step of 
§ 1120.44(b); 

(d) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the pool plant and the Class in price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pursu¬ 
ant to § 1120.44(a)(7) (i) through (iv) 
and the corresponding step of § 1120.44 

(b) , excluding receipts of bulk fluid 
cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class 
m price by the hundredweight of skim 
milk and butterfat subtracted from Class 
I pursuant to § 1120.44(a) (7) (v) and 
(vi) and the corresponding step of 
§ 1120.44(b); and 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregu¬ 
lated supply plants from which an equiv¬ 
alent volume was received by the pounds 
of skim milk and butterfat subtracted 
from Class I pursuant to § 1120.44(a) 
(11) and the corresponding step of 
§ 1120.44(b), excluding such skim milk 
and butterfat in receipts of bulk fluid 
milk products from an unregulated sup¬ 
ply plant to the extent that an equiva¬ 
lent amount of skim milk or butterfat 
disposed of to such plant by handlers 
fully regulated under any Federal milk 
order is classified and priced as Class I 
milk and is not used as an offset for any 
other payment obligation under any 
order. 

§ 1120.61 Compulation of uniform 
price. 

For each month, the market adminis¬ 
trator shall compute the uniform price 
per hundredweight for milk of 3.5 percent 
butterfat content received from produc¬ 
ers as follows: 

(a) Combine into one total the values 
computed pursuant to § 1120.60 for all 
pool handlers who made the reports pre¬ 
scribed in 5 1120.30 for the month and 
who have made the payments required 
pursuant to § 1120.71 for the preceding 
month; 

(b) Add an amount equal to the sum 
of the deductions to be made for location 
adjustments pursuant to § 1120.75; 

(c) Add an amount equal to not less 
than one-half the unobligated balance 
on hand in the producer-settlement 
fund; 
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(d) Divide the resulting amount by the 
sum of the following for all handlers in¬ 
cluded in such computations; 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1120.60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents. The result shall be the 
“uniform price” for producer milk. 

§ 1120.62 Announcement of uniform 
price and kutterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month: and 

(b) The 10tli day after the end of each 
month the uniform price for such month. 

Payments for Milk 
§ 1120.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund known 
as the “producer-settlement fund” in 
which he shall deposit all payments made 
by handlers pursuant to §§ 1120.71, 
1120.76, and 1120.77, subject to the pro¬ 
vision of § 1120.78, and from which he 
shall make all payments pursuant to 
§§ 1120.72 and 1120.77: Provided , That 
payments due to any handler shall be 
offset by any payment due from such 
handler. 

§ 1120.71 Payments to the producer- 
settlement fund. 

(a) On or before the 12th day after 
the end of the month, each handler shall 
pay to the market administrator the 
amount, if any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the 
handler for such month as determined 
pursuant to § 1120.60. 

(2) The sum of: 

(i) The value at the uniform price, 
as adjusted pursuant to § 1120.75, of 
such handler’s receipts of producer milk; 
and 

(ii) The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to § 1120.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to Class 
I at such plant. If there is such route 
disposition from such plant in marketing 
areas regulated by two or more market- 
wide pool orders, the reconstituted skim 
milk allocated to Class I shall be prorated 
to each order according to such route 
disposition in each marketing area; and 

(2) Compute the value of the recon¬ 
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stituted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route 
disposition in this marketing area by 
multiplying the quantity of such skim 
milk by the difference between the Class 
I price under this part that is applica¬ 
ble at the location of the other order 
plant (but not to be less than the Class 
in price) and the Class in price. 

§ 1120.72 Payments from the produeer- 
settlement fund. 

On or before the 13th day after the end 
of each month the market administrator 
shall pay to each handler the amount, if 
any, by which the amount computed 
pursuant to § 1120.71(a)(2) exceeds the 
amount computed pursuant to § 1120.- 
71(a) (1). K at such time the balance in 
the producer-settlement fund is insuffi¬ 
cient to make all payments due pursuant 
to this section, the market administrator 
shall reduce uniformly such payments 
and shall complete such payments as 
soon as the appropriate funds are 
available. 

§ 1120.73 Payments to producers and to 
cooperative associations. 

(a) Except as provided in paragraph 
(b) of tills section, each handler shall 
make payment to each producer for milk 
received from such producer as follows: 

(1) On or before the last day of each 
month, to each producer from whom 
milk is currently being received, for milk 
received during the first 15 days of the 
month, at not less than the Class III 
price for the preceding month; 

(2) On or before the 15th day after 
the end of each month for milk received 
during such month, an amount computed 
at not less than the uniform price per 
hundredweight pursuant to § 1120.61 as 
adjusted pursuant to § 1120.74; and less 

<i) Payments made pursuant to sub- 
paragraph (1) of this paragraph; 

(ii) Location adjustments pursuant to 
§ 1120.75; 

(iii) Deduction for marketing services 
pursuant to § 1120.86: and 

(iv) Proper deductions authorized by 
such producer; 

Provided, That if by the date specified, 
such handler has not received full 
payment for such month pursuant to 
§ 1120.72, he may reduce uniformly per 
hundredweight for all producers his pay¬ 
ments pursuant to this paragraph by an 
amount not in excess of the per hundred¬ 
weight reduction in payment from the 
market administrator, and payments to 
producers shall be completed thereafter 
not later than the date for making pay¬ 
ments pursuant to tills paragraph next 
following after receipt of the balance due 
from the market administrator; 

(b) Each handler shall pay to a co¬ 
operative association which the market 
administrator determines is authorized 
by its members to collect payment for 
their milk on or before the 26th day of 
the month and the 13th day of the 
month following, respectively, the 
amounts otherwise payable pursuant to 
paragraph (a) of this section, for milk 
received from producers whom such 
association certifies are its mem¬ 
bers: Provided , That such cooperative 
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association submits to the handler and 
to the market administrator before the 
first day of the month for which it is 
to receive such payment, a written re¬ 
quest for such payment for milk received 
from such certified members who are 
producers together with a written prom¬ 
ise to reimburse the handler for the 
amount of any actual loss incurred by 
him because of any improper claim on 
the part of such association. Such re¬ 
quest shall be honored with respect to 
milk received until the first day of the 
month in which it receives from such as¬ 
sociation, in writing, notice either of 
termination of membership, or of 
withdrawal of the original request. 
Exceptions, if any, to the accuracy of 
certification of membership by the co¬ 
operative association, by a producer who 
is claimed to be a member or by a han¬ 
dler shall be made in writing to the mar¬ 
ket administrator and shall be subject 
to his determination: 

(c) Each handler shall make payment 
to a cooperative association for each 
hundredweight of milk received from 
such association as a handler pursuant 
to § 1120.9(c) as follows: 

(1) On or before the 26th day of 
each month for milk received during 
the first 15 days of the month, at not 
less than the Class in price for the pre¬ 
ceding month; and 

(2) On or before the 13th day after 
the end of each month an amount equal 
to not less than the class prices, as ad¬ 
justed by the butterfat differential spec¬ 
ified in § 1120.74, that are applicable 
at the location of the receiving han¬ 
dler’s pool plant, less the amounts paid 
pursuant to subparagraph (1) of this 
paragraph: and 

(d) In making payments to producers 
pursuant to paragraph (a)(2) of this 
section and to a cooperative association 
pursuant to paragraph <b) of this section 
each handler shall furnish each producer 
from whom he has received milk, or each 
such cooperative association with respect 
to each producer member, whichever is 
applicable, with a supporting statement 
in such form that it may be retained 
by the producer, which shall show: 

(1) The applicable month; 

(2) The identity of the handler, the 
Federal milk order under which the 
producer’s milk was priced, and the 
producer; 

(3) The daily and total pounds and 
the average butterfat content of milk 
received from such producer; 

(4) The minimum rate or rates at 
which payment to the producer is re¬ 
quired pursuant to this part; 

(5) The rate which is used in making 
the payment; 

(6) The amount or the rate per hun¬ 
dredweight, and the nature of each de¬ 
duction made by the handler; and 

(7) The net amount of payment to 
such producer or cooperative association. 

§ 1120.74 Rutterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a but- 
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terfat differential, rounded to the nearest 
one-tenth cent, which shall be 0.115 times 
the simple average of the wholesale sell¬ 
ing prices (using the midpoint of any 
price range as one price) of Grade A (92- 
score) bulk butter per pound at Chicago, 
as reported by the Department for the 
month. 

§ 1120.75 Plant location adjustments 
for producers and on nonpool milk. 

(a) The uniform price determined 
pursuant to § 1120.61 to be paid for milk 
which Is received from producers at pool 
plants located either outside the State of 
Texas or within the State but north of 
the counties of Parmer, Castro, Swisher, 
Briscoe, Hall, and Childress and 100 
miles or more from the city hall of 
Lubbock, Tex., by the shortest hard¬ 
surfaced highway distance as deter¬ 
mined by the market administrator shall 
be reduced at the rate set forth in the 
table contained in § 1120.52 according 
to the location of the pool plant at 
which such milk was received from pro¬ 
ducers ; and 

(b) For purposes of computations 
pursuant to §8 1120.71 and 1120.72 the 
uniform price shall be adjusted at the 
rates set forth in § 1120.52 applicable at 
the location of the nonpool plant from 
which the milk was received (but not to 
be less than the Class in price). 

§ 1120.76 Payments by handler oper¬ 
ating a partially regulated distribu¬ 
ting plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to paragraph 
(a) of this section. If the handler sub¬ 
mits pursuant to §§ 1120.30(b) and 
1120.31(b) the information necessary 
for making the computations, such 
handler may elect to pay in lieu of such 
payment the amount computed pursuant 
to paragraph (b) of this section: 

(a) The payment under this para¬ 
graph shall be the amount resulting 
from the following computations: 

(1) Determine the pounds of route 
disposition in the marketing area from 
the partially regulated distributing 
plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of 
another Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract the pounds of recon¬ 
stituted skim milk in route disposition 
in the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 


and the uniform price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (but not to 
be less than the Class HI price); and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class rn price) and the Class HI 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting 
from the following computations: 

(1) Determine the value that would 
have been computed pursuant to 
§ 1120.60 for the partially regulated dis¬ 
tributing plant if the plant had been a 
pool plant, subject to the following 
modifications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in which 
such products were classified at the fully 
regulated plant; 

(ii) Fluid milk products and bulk fluid 
cream products transferred from the 
partially regulated distributing plant to 
a pool plant or an other order plant shall 
be classified at the partially regulated 
distributing plant in the class to which 
allocated at the fully regulated plant. 
Such transfers shall be allocated to the 
extent possible to those receipts at the 
partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of this 
subparagraph. Any such transfers re¬ 
maining after the above allocation which 
are classified in Class I and for which a 
value is computed for the handler op¬ 
erating the partially regulated distribut¬ 
ing plant pursuant to § 1120.60 shall be 
priced at the uniform price (or at the 
weighted average price if such is pro¬ 
vided) of the respective order regulat¬ 
ing the handling of milk at the trans¬ 
feree plant, with such uniform price 
adjusted to the location of the nonpool 
plant (but not to be less than the lowest 
class price of the respective order). ex¬ 
cept that transfers of reconstituted skim 
milk in filled milk shall be priced at the 
lowest class price of the respective order; 
and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant 
to § 1120.60 for such handler shall in¬ 
clude, in lieu of the value of other source 
milk specified in S 1120.60(f) less the 
value of such other source milk specified 
in § 1120.71(a) (2) (ii), a value of milk 
determined pursuant to § 1120.60 for 
each nonpool plant that is not an other 
order plant which serves as a supply 
plant for such partially regulated dis¬ 
tributing plant by making shipments to 
the partially regulated distributing plant 
during the month equivalent to the re¬ 
quirements of § 1120.7(b) subject to the 
following conditions: 

(a) The operator of the partially reg¬ 
ulated distributing plant submits with 


his reports filed pursuant to §§ 1120.30 
(b) and 1120.31(b) similar reports for 
each such nonpool supply plant; 

(b) The operator of such nonpool sup¬ 
ply plant maintains books and records 
showing the utilization of all skim milk 
and butterfat received at such plant 
which are made available if requested by 
the market administrator for verifica¬ 
tion purposes; and 

(c) The value of milk determined pur¬ 
suant to § 1120.60 for such nonpool sup¬ 
ply plant shall be determined in the same 
manner prescribed for computing the 
obligation of such partially regulated 
distributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the opera¬ 
tor of such partially regulated distribut¬ 
ing plant for milk received at the plant 
during the month that would have been 
producer milk if the plant had been fully 
regulated; 

(ii) If subparagraph (1) (Hi) of this 
paragraph applies, the gross payments 
by the operator of such nonpool supply 
plant for milk received at the plant dur¬ 
ing the month that w f ould have been pro¬ 
ducer milk if the plant had been fully 
regulated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of an¬ 
other order under which such plant is 
also a partially regulated distributing 
plant and like payments by the operator 
of the nonpool supply plant if subpara¬ 
graph (1) (iii) of this paragraph applies. 

§ 1120.77 Adjustment of accounts. 

Whenever audit by the market admin¬ 
istrator of any handler’s reports, books, 
records, or account discloses errors re¬ 
sulting in moneys due (a) the market 
administrator from such handler, (b) 
such handler from the market adminis¬ 
trator or (c) any producer or coopera¬ 
tive association from such handler, the 
market administrator shall promptly 
notify such handler of any amount so 
due and payment thereof shall be made 
on or before the next date for making 
payments set forth in the provision 
under which such error occurred. 

§ 1120.78 Charges on overdue account*. 

There shall be added to any balance 
due to the market administrator pur¬ 
suant to §§ 1120.71, 1120.76, 1120.77, 
1120.85, and 1120.86 an amount equal 
to one-half of 1 percent of such balance 
for each month or portion thereof that 
payment of such balance is overdue. 

Administrative Assessment and 
Marketing Service Deduction 

§ 1120.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense 
of administration of the order, each han¬ 
dler, except a handler described in 
§ 1120.9(c), shall pay to the market ad¬ 
ministrator on or before the 15th day 
after the end of the month 5 cents per 
hundredweight, or such lesser amount 
as the Secretary may prescribe, with re- 
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spect to the milk specified in paragraphs 

(a) , (b>, and (c) of this section: Provid¬ 
ed, That if a handler elects pursuant to 
§ 1120.19 to use two accounting periods 
in any month the applicable rate of 
assessment for such handler shall be the 
rate set forth above multiplied by two 
or such lesser rate as the Secretary may 
determine is demonstrated as appropri¬ 
ate in terms of the particular cost of 
administering the additional accounting 
period: 

(a) Producer milk (including such 
handler’s own production) and milk re¬ 
ceived from a handler described in 
§ 1120.9(c); 

(b) Other source milk allocated to 
Class I pursuant to § 1120.44(a) (7) and 
(11) and the corresponding steps of 
§ 1120.44(b), except such other source 
milk that is excluded from the compu¬ 
tations pursuant to § 1120.60 (d) and 
(f); and 

(c) Route disposition in the market¬ 
ing area from a partially regulated dis¬ 
tributing plant during the month that 
exceeds the skim milk and butter fat 
subtracted pursuant to § 1120.76(a)(2). 

§ 1120.86 Deduction for marketing 
services. 

(a) Except as set forth in paragraph 

(b) of this section, each handler in 
making payments to each producer pur¬ 
suant to § 1120.73(a)(2) shall deduct 6 
cents per hundredweight, or such lesser 
amount as the Secretary may prescribe, 
with respect to all milk received by such 
handler from such producer (except 
such handler’s own farm production) 
during the month, and shall pay such 
deductions to the market administrator 
no later than the 15th day after the end 
of the month. Such money shall be used 
by the market administrator to provide 
market information and to verify the 
weights, samples and tests of milk re¬ 
ceived by handlers from such producers 
during the month. Such services shall 
be performed by the market adminis¬ 
trator or by an agent engaged by or 
responsible to him. 

(b) In the case of a producer for 
whom the Secretary determines a co¬ 
operative association is actually per¬ 
forming the services set forth in para¬ 
graph (a) of this section, each handler 
shall make in lieu of the deductions 
specified in said paragraph (a), such 
deductions from payments to be made 
directly to such producers pursuant to 
§ 1120.73(a) (2) as are authorized by such 
producers and on or before the 15th day 
after the end of each month pay such 
deductions to the cooperative association 
rendering such services. 
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operative associations. 

1126.74 Butterfat differential. 

1126.75 Plant location adjustments for pro¬ 

ducers and on nonpool milk. 

1126.76 Payments by handler operating a 

partially regulated distributing 
plant. 

1126.77 Adjustment of accounts. 

1126.78 Charges on overdue accounts. 

Administrative Assessment and Marketing 
Service Deduction 

1126.85 Assessment for order administra¬ 

tion. 

1126.86 Deduction for marketing services. 

Authority: The provisions of this Part 
1126 issued under secs. 1-19, 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 

General Provisions 

§ 1126.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 

Definitions 

§ 1126.2 .North Texas marketing area. 

“North Texas marketing area”, here¬ 
inafter called the marketing area, means 
all territory, including all municipal 


corporations, Federal military reserva¬ 
tions, facilities, and State institutions, 
within the following counties, all in the 
State of Texas: 

Anderson. 

Bosque. 

Camp. 

Cherokee. 

Cooke. 

Collin. 

Dallas. 

Delta. 

Denton. 

Ellis. 

Erath. 

Fannin. 

Franklin. 

Freestone. 

Grayson. 

Gregg. 

Harrison. 

Henderson. 

Hill. 

Hood. 

Hopkins. 

Hunt. 

Johnson. 

§1126.3 lloule disposition. 

“Route disposition” means any deliv¬ 
ery (including any delivery by a vendor 
or disposition at a plant store) of a fluid 
milk product classified as Class I milk 
other than a delivery in bulk form to a 
milk processing plant. 

§1126.4 Plant. 

“Plant” means the land, buildings, fa¬ 
cilities, and equipment constituting a 
single operating unit or establishment at 
which milk or milk products (including 
filled milk) are received, processed and/ 
or packaged. Separate facilities used only 
as a reload point for transferring bulk 
milk from one tank truck to another shall 
not be a plant under this definition if 
the milk transferred at such facilities 
can be identified as receipts from specific 
farmers until the milk is received at a 
plant. Facilities used only as a distribu¬ 
tion point for storing fluid milk products 
in transit for route disposition shall not 
be a plant under this definition. 

§1126.5 Distributing plant. 

“Distributing plant” means a plant 
approved by any duly constituted State 
or municipal health authority, or accept¬ 
able to an agency of the State or Federal 
Government for the disposition of Grade 
A fluid milk products in the marketing 
area, at which milk products are re¬ 
ceived, processed and/or packaged, and 
from which there is route disposition of 
fluid milk products in the marketing 
area. 

§1126.6 Supply plant. 

“Supply plant” means any plant ap¬ 
proved by the appropriate health au¬ 
thority to supply fluid milk for distribu¬ 
tion as Grade A milk in the marketing 
area and from which milk is moved to 
a pool distributing plant as follows: 

(a) During the month 50 percent or 
more of the receipts of Grade A milk at 
such plant is moved as milk or skim milk 
in bulk to a distributing plant and as¬ 
signed to reserve supply credit pursuant 
to 5 1126.19; 


Kaufman. 

Lamar. 

Limestone. 

Marion. 

Morris. 

Navarro. 

Panola. 

Parker. 

Rains. 

Red River. 
Rockwall. 

Rusk. 

Sabine. 

San Augustine. 
Shelby. 

Smith. 

Somervell. 

Tarrant. 

Titus. 

Upshur. 

Van Zandt. 
Wood. 
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<b) During the last month of any four 
or less consecutive months during which 
period an average of 50 percent or more 
of the receipts of Grade A milk at such 
plant is moved as milk or skim milk in 
bulk to a distributing plant and assigned 
to reserve supply credit pursuant to 
§ 1126.19 and 15 percent or more of such 
receipts are thus moved and assigned 
during the month; or 

(c) During each of the months of 
January through August, if (1) such 
plant was a supply plant pursuant to 
paragraph (a> or (b) of this section dur¬ 
ing each of the immediately preceding 
months of September through Decem¬ 
ber: Provided, That, to remain a supply 
plant during August, 15 percent or more 
of the receipts of Grade A milk at such 
plant is moved as milk or skim milk in 
bulk to a distributing plant and assigned 
to reserve supply credit pursuant to 
§ 1126.19, and (2) the operator of such 
plant has filed a written request on or 
before January 31 with the market ad¬ 
ministrator requesting that such plant 
be designated as a supply plant through 
August of such year. 

§1126.7 Pool plant. 

Except as provided in paragraph (d) 
of this section, “pool plant” means a plant 
specified in paragraph <a) f (b) f or (c) of 
this section. 

(a) A distributing plant from which 
during the month there is: 

(1) Route disposition, except filled 
milk, in the marketing area equal to 10 
percent or more of the receipts of Grade 
A milk at such plant; and 

(2) Total route disposition, except 
filled milk equal to 50 percent or more 
of the receipts of Grade A milk at such 
plant, except that if two or more distri¬ 
buting plants operated by the same 
handler each meet the performance re¬ 
quirement of subparagraph (1) of this 
paragraph and total route disposition, ex¬ 
cept filled milk, of such plants is 50 per¬ 
cent or more of receipts of Grade A milk 
at such plants, each such plant shall be 
deemed to have met the requirement of 
this subparagraph. 

(b) Any supply plant. 

(c) Any plant operated by a coopera¬ 
tive association which has been approved 
by any duly constituted state or munic¬ 
ipal health authority and at which milk 
is received from dairy farmers holding 
permits or authorization from such 
health authority, and at least 50 percent 
or more of the producer milk of members 
of such cooperative association is physi¬ 
cally received during the month at 
pool plants of other handlers described 
in paragraph (a) of this section or is 
transferred to such pool plants from the 
plant of the cooperative association. 

(d) The term “pool plant” shall not 
apply to the following plants: 

(1) A producer-handler plant; 

(2) A plant qualified pursuant to para¬ 
graph (a) of this section which also meets 
the pooling requirements of another Fed¬ 
eral order and from which, the Secretary 
determines, there is a greater quantity of 
route disposition, except filled milk, dur¬ 
ing the month in such other Federal 


order marketing area than in this mar¬ 
keting area, except that if such plant 
was subject to all the provisions of this 
part in the immediately preceding 
month, it shall continue to be subject to 
all the provisions of this part until the 
third consecutive month in which a 
greater proportion of its route disposi¬ 
tion, except filled milk, is made in such 
other marketing area unless, notwith¬ 
standing the provisions of this subpara¬ 
graph, it is regulated under such other 
order; 

(3) A plant qualified pursuant to para¬ 
graph (a) of this section which also 
meets the pooling requirements of an¬ 
other Federal order on the basis of route 
disposition in such other marketing area 
and from which, the Secretary deter¬ 
mines, there is a greater quantity of route 
disposition, except filled milk, in this 
marketing area than in such other mar¬ 
keting area but which plant is, neverthe¬ 
less, fully regulated under such other 
Federal order; and 

(4) A plant qualified pursuant to par¬ 
agraph (b) of this section which also 
meets the pooling requirements of 
another Federal order and from which 
greater qualifying shipments are made 
during the month to plants regulated 
under such other order than are made 
to plants regulated under this part, ex¬ 
cept during the months of January 
through August if such plant retains au¬ 
tomatic pooling status under this part. 

§1126.8 Nonpool plant. 

“Nonpool plant” means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant” means a plant 
that is fully subject to the pricing and 
pooling provisions of another order is¬ 
sued pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) issued pursuant to the Act. 

(c) “Unregulated supply plant” means 
a nonpool plant from which fluid milk 
products are moved to a pool plant dur¬ 
ing the month but which is neither an 
other order plant nor a producer- 
handler plant. 

(d) “Partially regulated distributing 
plant” means a nonpool plant that is 
neither an other order plant nor a pro¬ 
ducer-handler plant, from which there 
is route disposition in consumer- 
type packages or dispenser units (other 
than to pool plants) in the marketing 
area during the month. 

§ 1126.9 Handler* 

“Handler” means: 

(a) Any person in his capacity as the 
operator of a pool plant; 

(b) Any cooperative association with 
respect to producer milk diverted pur¬ 
suant to § 1126.13 for the account of such 
cooperative association; 

(c) Any cooperative association with 
respect to: 

(1) Producer milk which it causes to 
be delivered during any period of less 


than a full month from its members di¬ 
rectly to the pool plant of another han¬ 
dler if (i) during the same month such 
cooperative association is a handler pur¬ 
suant to paragraph (a) or (b) of this 
section with respect to any milk of such 
producer, and (ii) such association noti¬ 
fies the handler and the market admin¬ 
istrator in writing of its intent to become 
a handler with respect to such milk prior 
to delivery. For the purpose of location 
adjustments such milk shall be consid¬ 
ered to have been received by the coop¬ 
erative association at the location of the 
pool plant to which it is delivered: and 

(2) The milk of its member produc¬ 
ers w r hich is delivered from the farm 
to the pool plant of another handler in 
a tank truck owned and operated by, or 
under contract to, such cooperative as¬ 
sociation if the cooperative association 
notifies the market administrator and 
the handler to whom the milk is deliv¬ 
ered in writing that it wishes to be the 
handler for such milk. The cooperative 
association shall be considered the han¬ 
dler for such milk, effective the first day 
of the month following receipt of such 
notice, and milk so delivered shall be 
considered for purposes of location ad¬ 
justments to have been received by such 
cooperative association at the location of 
the pool plant to which it is delivered; 
and 

(d) Any person in his capacity as the 
operator of a partially regulated dis¬ 
tributing plant. 

§ 1126.10 Producer-handler. 

“Producer-handler” means any per¬ 
son who: 

(a) Produces milk and operates a dis¬ 
tributing plant; 

(b) Receives no milk from producers; 

(c) Disposes of no other source milk 
as Class I milk; and 

(d) Receives from pool plants an 
amount of milk equal to not more than 
5 percent of his own production. 

§ 1126.11 [Reserved] 

§ 1126.12 Producer. 

(a) Except as provided in paragraph 
(b) of this section, “producer” means 
any person who produces milk approved 
for consumption as Grade A milk by any 
duly constituted State or municipal 
health authority, which milk is: 

(1) Received at a pool plant, including 
milk of a dairy farmer delivered to the 
pool plant by a handler described in 
§ 1126.9(c); or 

(2) Diverted by a handler for his ac¬ 
count pursuant to § 1126.13. 

(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person during periods of tem¬ 
porary degrading by any duly consti¬ 
tuted State or municipal health au¬ 
thority if such health authority notifies 
the operator of the pool plant or the 
market administrator in writing of the 
effective date or dates of such action and 
subsequent reapproval ; 

(3) Any person with respect to milk 
produced by him which is diverted to a 
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pool plant from an other order plant if 
the other order designates such person 
as a producer under that order and such 
milk is allocated pursuant to § 1126.44 
to Class n or Class m utilization; and 

(4) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if 
the other order designates such person 
as a producer under that order with re¬ 
spect to such milk. 

§ 1126.13 Producer mOk. 

“Producer milk’' of a handler operat¬ 
ing a pool plant means only that skim 
milk and butterfat contained in milk de¬ 
scribed in paragraphs (a) and (b) of 
this section, and producer milk of a han¬ 
dler described in § 1126.9 (b) and (c) 
means milk described in paragraphs (c) 
and (d) of this section: 

(a) Milk received from producers at a 
pool plant except that received from a 
handler described in 5 1126.9(c); 

(b) Milk of a producer diverted by the 
operator of a pool plant for his account 
to a nonpool plant that is not a pro¬ 
ducer-handler plant, subject to the con¬ 
ditions of paragraph (e) of this section; 

(c) Milk of a producer diverted by a 
cooperative association from the pool 
plant of another handler (or the pool 
plant of the cooperative) to a nonpool 
plant that is not a producer-handler 
plant for the account of such coopera¬ 
tive association, subject to the conditions 
of paragraph (e) of this section; 

(d) Milk received from a producer by 
a handler described in § 1126.9(c); 

(e) With respect to milk diverted to 
nonpool plants, milk diverted in excess 
of the limit specified herein shall not be 
producer milk and the diverting handler 
shall specify the dairy farmers whose di¬ 
verted milk is ineligible as producer milk. 
If the diverting handler fails to designate 
such producers, producer milk status 
shall be forfeited with respect to all milk 
diverted by such handler; 

(1) A cooperative association may di¬ 
vert for its account a total quantity of 
producer milk equal to not more than 
one-third of the total producer milk of 
Its members physically received at all 
pool plants during the month; 

(2) A handler, other than a coopera¬ 
tive association, operating a pool plant(s) 
may divert for his account milk of pro¬ 
ducers other than members of a coopera¬ 
tive association diverting milk pursuant 
to subparagraph (1) of this paragraph, 
in a total quantity equal to not more than 
one-third of the milk physically received 
at such handler’s pool plant(s) during 
the month from producers who are not 
members of such a cooperative associa¬ 
tion; 

(3) Diverted milk shall be deemed to 
have been received by the diverting han¬ 
dler at the location of the plant to which 
it was diverted; and 

(4) Milk shall be eligible for diversion 
as producer milk only if the person pro¬ 
ducing such milk has been delivering milk 
as producer milk to a pool plant on a reg¬ 
ular basis prior to the diversion. 
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§1126.14 Ollier source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products and 
bulk fluid cream products from any 
source other than producers, handlers 
described in § 1126.9(c), pool plants, or 
inventory at the beginning of the month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1126.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
1 1126.40(b)(1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1126.40(b) (1)) for 
which the handler fails to establish a dis¬ 
position. 

§ 1126.15 Fluid milk product. 

(a) Except as provided in paragraph 
(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including any 
such products that are flavored, cultured, 
modified with added nonfat milk solids, 
concentrated (if in a consumer-type 
package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1126.40 (b) or (c)(1) (i) through 
(viii) if it contains by weight at least 80 
percent water and 6.5 percent nonfat 
milk solids and less than 9 percent but¬ 
terfat and 20 percent total solids. 

(b) The term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of the 
quantity of skim milk in an equal volume 
of an unmodified product of the same na¬ 
ture and butterfat content. 

§1126.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

§ 1126.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 


19250 

milk solids). with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat (or 
oil). 

§ 1126.18 Cooperative association. 

“Cooperative Association” means any 
cooperative marketing association of 
producers which the Secretary deter¬ 
mines, after application by the Associa¬ 
tion: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of February 
18,1922, as amended, known as the “Cap¬ 
per-Volstead Act”; and 

(b) To have full authority in the sale 
of milk of its members and to be en¬ 
gaged in making collective sales or mar¬ 
keting milk or its products for its 
members. 

§ 1126.19 Reserve supply credit. 

The hundredweight of reserve supply 
credit that may be assigned to milk 
moved from a supply plant to a dis¬ 
tributing plant shall be calculated 
as follows: From the total hundred¬ 
weight of milk classified as Class I 
milk, except filled milk, at the distribut¬ 
ing plant during the month, deduct 
Class I sales, except filled milk, to other 
pool plants(s) and from this result de¬ 
duct an amount equal to 85 percent of 
the total hundredweight of milk received 
from producers during the month at such 
plant. Any plus figure resulting from 
this calculation shall be assigned pro 
rata to milk moved to such plant from 
supply plants unless the operator of the 
distributing plant notifies the market 
administrator in writing of a different 
assignment on or before the seventh day 
after the end of the month. 

Handler Reports 

§ 1126.30 Monthly reports of receipts 
and utilization. 

On or before the seventh day after the 
end of each month, each handler shall 
report for such month to the market ad¬ 
ministrator, in the detail and on the 
forms prescribed by the market adminis¬ 
trator, as follows: 

(а) Each handler, with respect to 
each of his pool plants, shall report the 
quantities of skim milk and butterfat 
contained in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 

(2) Receipts of milk from handlers de¬ 
scribed in § 1126.9(c); 

(3) Receipts of fluid milk products and 
fluid cream products from other pool 
plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1126.40(b) 
(1); and 

(б) The utilization or disposition of all 
milk, filled milk, and milk products re¬ 
quired to be reported pursuant to this 
paragraph. 
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(b) Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 
Receipts of milk that would have been 
producer milk if the plant had been fully 
regulated shall be reported in lieu of pro¬ 
ducer milk. Such report shall show also 
the quantity of any reconstituted skim 
milk in route disposition in the market¬ 
ing area. 

(c) Each handler described in § 1126.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of all 
such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 
tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as the 
market administrator may prescribe. 

§1126.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler de¬ 
scribed in 5 1126.9 (a), (b), and (c) shall 
report to the market administrator his 
producer payroll for such month, in the 
detail prescribed by the market admin¬ 
istrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

<b) Each handler operating a par¬ 
tially regulated distributing plant who 
elects to make payment pursuant to 
§ 1126.76(b) shall report for each dairy 
farmer who would have been a producer 
if the plant had been fully regulated in 
the same manner as prescribed for re¬ 
ports required by paragraph (a) of this 
section. 

(c) The market administrator shall 
furnish a cooperative association for its 
members the data furnished pursuant to 
paragraph (a) of this section. 

§ 1126.32 Other reports. 

(a) Each handler who causes milk to 
be diverted for his account directly from 
producers* farms to a nonpool plant shall, 
prior to such diversion, report to the 
market administrator and to the co¬ 
operative association of which such pro¬ 
ducer is a member his intention to divert 
such milk, the proposed date or dates of 
such diversion, and the plant to which 
such milk is to be diverted. 

(b) Each handler, with respect to fluid 
milk products and products specified in 
§ 1126.40(b) disposed of for animal feed, 
shall report to the market administrator 
such information and at such time as 
the market administrator may prescribe. 

(c) In addition to the reports required 
pursuant to §§ 1126.30 and 1126.31 and 
paragraphs (a) and (b) of this section, 
each handler shall report such other in¬ 
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formation as the market administrator 
deems necessary to verify or establish 
such handler’s obligation under the 
order. 

Classification of Milk 
§ 1126.40 Classes of utilization. 

Except as provided in § 1126.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1126.30 shall be classified as follows: 

(a) Class I milk. Except as provided 
in paragraph (c) of this section, Class 

I milk shall be all skim milk and 
butterfat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class H or Class m milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section, Class 

II milk shall be all skim milk and 
butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition 
of nonfat milk solids shall be Class II 
milk in an amount equal only to the 
weight of an equal volume of an unmodi¬ 
fied product of the same nature and but¬ 
terfat content; 

(2) In packaged inventory at the end 
of the month of the products specified in 
subparagraph (1) of this paragraph; and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class m milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(1) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b)(1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of this 
section * 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of to 


any commercial food processing estab¬ 
lishment (other than a milk or filled milk 
plant) at which food products (other 
than milk products and filled milk) are 
processed and from which there is no dis¬ 
position of fluid milk products or fluid 
cream products other than those re¬ 
ceived in consumer-type packages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 
packaged form and products specified in 
paragraph (b) (1) of this section in bulk 
form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a handler 
for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph <b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given the 
opportunity to verify such disposition; 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b) (1) of this section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class H milk, as the case 
may be, plus the fluid equivalent of loss 
of nonfat milk solids occurring in the 
process of modification in any case where 
determination of the quantity of added 
nonfat milk solids disposed of in such 
products is based upon laboratory anal¬ 
ysis by the market administrator, such 
loss allowable pursuant to this subpara¬ 
graph not to exceed 2 percent of the 
fluid equivalent of the quantity of added 
nonfat milk solids so determined to be 
added; and 

(7) In shrinkage assigned pursuant to 
§ 1126.41(a) to the receipts specified in 
§ 1126.41(a)(2) and in shrinkage spec¬ 
ified in § 1126.41 (b) and (c). 

§ 1126.41 Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1126.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat, 
respectively, at each pool plant to the 
respective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this sec¬ 
tion on which shrinkage is allowed 
pursuant to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of 
this section which was received in the 
form of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursu¬ 
ant to paragraph (a) of this section to 
the receipts specified in subparagraph 
(1) of such paragraph that is not in 
excess of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re- 
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ceived from a handler described in 
§ 1126.9(c), except that if the operator 
of the plant to which the milk is deliv¬ 
ered purchases the milk on the basis of 
weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent: 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butter¬ 
fat tests determined from farm bulk 
tank samples, the applicable percentage 
under this subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class m clas¬ 
sification is requested by the operators 
of both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class II or Class III classification 
is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 

(1), (2), (4), (5), and (6) of this para¬ 
graph; and 

(c) The quantity of skim milk and 
butterfat, respectively, in shrinkage of 
milk from producers for which a coop¬ 
erative association is the handler pursu¬ 
ant to §1126.9 (b) or (c), but not in 
excess of 0.5 percent of the skim milk 
and butterfat, respectively, in such milk. 
If the operator of the plant to which the 
milk is delivered purchases such milk on 
the basis of weights determined by farm 
bulk tank calibration and butterfat tests 
determined from farm bulk tank samples, 
the applicable percentage under this 
paragraph for the cooperative associa¬ 
tion shall be zero. 

§ 1126.42 Classification of transfers and 
diversions. 

(a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant or by a handler de¬ 
scribed in § 1126.9(c) to another han¬ 
dler’s pool plant shall be classified as 
Class I milk unless both handlers request 
the same classification in another class. 
In either case, the classification of such 
transfers shall be subject to the following 
conditions: 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re¬ 


spectively, remaining in such class at the 
transferee-plant after the computations 
pursuant to § 1126.44(a) (12) and the 
corresponding step of § 1126.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1126.44(a) (7) 
or the corresponding step of § 1126.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 

(3) If the transferor-handler received 
during the month other source milk to 
be allocated pursuant to § 1126.44(a) 
(11) or (12) or the coresponding steps 
of § 1126.44(b), the skim milk or butter¬ 
fat so transferred, up to the total of the 
skim milk and butterfat, respectively, in 
such receipts of other source milk, shall 
not be classified as Class I milk to a 
greater extent than would be the case 
if the other source milk had been re¬ 
ceived at the transferee-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
apply only to the skim mik or butterfat 
that is in excess of any receipts at the 
pool plant from the other order plant of 
skim milk and butterfat, respectively, in 
fluid milk products and bulk fluid cream 
products, respectively, that are in the 
same category as described in subpara¬ 
graph (1), (2), or (3) of this paragraph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this para¬ 
graph) ; 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class II or Class HI milk to the extent 
of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 

(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of establish¬ 
ing classification under this paragraph, 
classification shall be as Class I, subject 
to adjustment when such information is 
available; 

(5) For purposes of this paragraph, 
if the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class consist¬ 
ing primarily of fluid milk products shall 
be classified as Class I milk, and skim 
milk or butterfat allocated to the other 
classes shall be classified as Class III 
milk; and 


(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a fluid 
milk product under such other order, 
classification under this paragraph shall 
be in accordance with the provisions of 
§ 1126.40. 

(c) Transfers to producer-handlers. 
Skim milk or butterfat transferred in 
the following forms from a pool plant to 
a producer-handler under this or any 
other Federal order shall be classified: 

(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market administra¬ 
tor, if transferred in the form of a bulk 
fluid cream product. For this purpose, 
the producer-handler’s utilization of 
skim milk and butterfat in each class, in 
series beginning with Class III, shall be 
assigned to the extent possible to his 
receipts of skim milk and butterfat. re¬ 
spectively, in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant 
or a producer-handler plant shall be 
classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply: 

(i) If the conditions described in (a) 
and (b) of this subdivision are met, 
transfers or diversions in bulk form shall 
be classified on the basis of the assign¬ 
ment of the nonpool plant’s utilization 
to its receipts as set forth in subdivisions 
(ii) through (viii) of this subparagraph: 

(a) The transferor-handler or di¬ 
vertor-handler claims such classification 
in his report of receipts and utilization 
filed pursuant to § 1126.30 for the month 
within which such transaction occurred; 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the 
utilization of all skim milk and butterfat 
received at such plant which are made 
available for verification purposes if re¬ 
quested by the market administrator: 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of pack¬ 
aged fluid milk products from such non¬ 
pool plant to plants fully regulated 
thereunder shall be assigned to the ex¬ 
tent possible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants; 

(b) Pro rata to any remaining un¬ 
assigned receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant from 
pool plants; and 

id) Pro rata to any remaining un- 
assigned receipts of bulk fluid milk prod- 
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ucts at such nonpool plant from other 
order plants; 

(ill) Any remaining Class I disposition 
of packaged fluid milk products from 
the nonpool plant shall be assigned to 
the extent possible pro rata to any re¬ 
maining unassigned receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants and other order plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts of 
fluid milk products from such plant and 
are allocated to Class I at the transferee- 
plant, shall be assigned to the extent 
possible in the following sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from 
pool plants; and 

(b) Pro rata to any remaining un¬ 
assigned receipts of fluid milk products 
at such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence: 

(a) To such nonpool plant’s receipts 
from dairy farmers who the market ad¬ 
ministrator determines constitute regu¬ 
lar sources of Grade A milk for such non- 
pool plant; and 

(b) To such nonpool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of 
Grade A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent pos¬ 
sible first to any remaining Class I utili¬ 
zation, then to Class in utilization, and 
then to Class n utilization at such non¬ 
pool plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, to 
the extent possible first to any remain¬ 
ing Class HI utilization, then to any re¬ 
maining Class n utilization, and then to 
Class I utilization at such nonpool plant; 
and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a 
plant not fully regulated under any Fed¬ 
eral milk order shall be classified on the 
basis of the second plant’s utilization 
using the same assignment priorities at 
the second plant that are set forth in this 
subparagraph. 

§ 1126.13 General classificalion rule*. 

In determining the classification of 
producer milk pursuant to § 1126.44, the 
following rules shall apply: 

(a) Each month the market adminis¬ 
trator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to § 1126.30 and shall compute 


separately for each pool plant and for tory at the beginning of the month in 


each cooperative association with respect 
to milk for which it is the handler pur¬ 
suant to § 1126.9 (b) or (c) the pounds 
of skim milk and butterfat, respectively, 
in each class in accordance with 
§§ 1126.40, 1126.41, and 1126.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are to 
be considered under this part as used or 
disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer 
milk for which a cooperative association 
is the handler pursuant to § 1126.9 (b) 
or (c) shall be determined separately 
from the operations of any pool plant 
operated by such cooperative association. 

§ 1126.44 Classification of producer 
milk. 

For each month the market adminis¬ 
trator shall determine the classification 
of producer milk of each handler de¬ 
scribed in § 1126.9(a) for each of his pool 
plants separately and of each handler 
described in § 1126.9 (b) and (c) by 
allocating the handler’s receipts of skim 
milk and butterfat to his utilization as 
follows: 

(a) Skim milk shall be allocated in 
the following manner: 

(1) Subtract from the total pounds of 
skim milk in Class III the pounds of 
skim milk in shrinkage specified in 
§ 1126.41(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used 
as an offset for any other payment obli¬ 
gation under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class III milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

<ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in § 1126.40(b)(1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class II; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph. subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in products specified 
in § 1126.40(b) (1) that were in inven- 


packaged form, but not in excess of the 
pounds of skim milk remaining in 
Class II; 

(6) Subtract from the remaining 
pounds of skim milk in Class H the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim 
milk that was classified as Class III milk 
pursuant to § 1126.40(c) (6)) t any prod¬ 
uct specified in § 1126.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II; 

(7) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in each class, in senes beginning 
with Class in, the pounds of skim milk 
in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged inventory at the be¬ 
ginning of the month of products speci¬ 
fied in 5 1126.40(b)(1) that were not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

<ii) Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 

(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order; 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Fed¬ 
eral milk order providing for individual- 
handling pooling, to the extent that re¬ 
constituted skim milk is allocated to 
Class I at the transfer or-plant; 

(8) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in Class n and Class m, in 
sequence beginning with Class III: 

(i) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an 
unregulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2) and (7) (v) of this paragraph for 
which the handler requests a classifica¬ 
tion other than Class I, but not in excess 
of the pounds of skim milk remaining in 
Class n and Class in combined ; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2), (7) (v), and (8) (i) of this paragraph 
which are in excess of the pounds of skim 
milk determined pursuant to (a) through 

(c) of this subdivision. Should the 
pounds of skim milk to be subtracted 
from Class II and Class in combined 
exceed the pounds of skim milk remain¬ 
ing in such classes, the pounds of skim 
milk in Class n and Class in shall be in¬ 
creased (increasing Class in first to the 
extent permitted by the handler’s total 
Class m utilization at his other pool 
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plants) by an amount equal to such 
quantity to be subtracted and the pounds 
of skim milk in Class I shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at this allocation step at other pool 
plants of the handler shall be adjusted 
to the extent possible in the reverse di¬ 
rection by a like amount. Such adjust¬ 
ment shall be made at the other plants 
in sequence beginning with the plant 
having the least minus location adjust¬ 
ment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class 
I at this allocation step at all pool plants 
of the handler; 

(5) Subtract from the above result 
the sum of the pounds of skim milk in 
receipts at all pool plants of the handler 
of producer milk, milk from a handler 
described in § 1126.9(c), fluid milk prod¬ 
ucts from pool plants of other handlers, 
and bulk fluid milk products from other 
order plants that were not subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the re¬ 
ceipts of skim milk in fluid milk products 
from unregulated supply plants that re¬ 
main at this pool plant is of all such 
receipts remaining at this allocation 
step at all pool plants of the handler; 
and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from 
an other order plant that are in excess 
of bulk fluid milk products transferred 
or diverted to such plant and that were 
not subtracted pursuant to subparagraph 
(7) (vi) of this paragraph, if Class II or 
Class III classification is requested by 
the operator of the other order plant 
and the handler, but not in excess of the 
pounds of skim milk remaining in Class 
n and Class III combined ; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class HI, the pounds of 
skim milk in fluid milk products and 
products specified in § 1126.40(b)(1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class in the pounds of 
skim milk subtracted pursuant to sub- 
paragraph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n and 
Class m combined at this allocation step 
at all pool plants of the handler, with 
the quantity prorated to Class n and 
Class III combined being subtracted first 
from Class in and then from Class n, 
the pounds of skim milk in receipts of 
fluid milk products from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraphs (2), (7)(v), 
and (8) (i) and (ii) of this paragraph 
and that w f ere not offset by transfers or 
diversions of fluid milk products to the 
same unregulated supply plant from 
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which fluid milk products to be allocated 
at this step were received: 

(i) Should the pounds of skim milk 
to be subtracted from any class pur¬ 
suant to this subparagraph exceed the 
pounds of skim milk remaining in such 
class, the pounds of skim milk in such 
class shall be increased by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in the other 
classes (beginning with the higher- 
priced class) shall be decreased by a like 
amount. In such case, the pounds of 
skim milk remaining in each class at this 
allocation step at other pool plants of 
the handler shall be adjusted to the ex¬ 
tent possible in the reverse direction by 
a like amount. Such adjustment shall be 
made at the other plants in sequence 
beginning with the plant having the least 
minus location adjustment; 

(12) Subtract in the manner specified 
below from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
milk in receipts of bulk fluid milk prod¬ 
ucts from an other order plant that are 
in excess of bulk fluid milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to 
subparagraphs (7)(vi) and (8) (iii) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I and 
in Class II and Class m combined, with 
the quantity prorated to Class II and 
Class in combined being subtracted first 
from Class III and then from Class n, 
with respect to whichever of the follow¬ 
ing quantities represents the lower pro¬ 
portion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as an¬ 
nounced for the month pursuant to 
§ 1126.45(a); or 

(b) The total pounds of skim milk re¬ 
maining in each class at this allocation 
step at all pool plants of the handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk at 
all pool plants of the handler that are 
to be subtracted at this allocation step 
from Class II and Class in combined 
exceeding the pounds of skim milk re¬ 
maining in Class n and Class III at all 
such plants, the pounds of such excess 
shall be subtracted from the pounds of 
skim milk remaining in Class I after 
such proration at the pool plants at 
which such other source milk was re¬ 
ceived; and 

(iii) Except as provided in subdivi¬ 
sion (ii) of this subparagraph, should 
the computations pursuant to either sub¬ 
division (i) or (ii) of this subparagraph 
result in a quantity of skim milk to be 
subtracted from any class that exceeds 
the pounds of skim milk remaining in 
such class, the pounds of skim milk in 
such class shall be increased by an 
amount equal to such quantity to be sub¬ 
tracted and the pounds of skim milk in 
the other classes (beginning with the 
higher-priced class) shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
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class at this allocation step at other pool 
plants of the handler shall be adjusted 
to the extent possible in the reverse di¬ 
rection by a like amount. Such adjust¬ 
ment shall be made at the other plants 
in sequence beginning with the plant 
having the least minus location adjust¬ 
ment; 

(13) Subtract from the pounds of 
skim milk remaining in each class the 
pounds of skim milk in fluid milk prod¬ 
ucts and bulk fluid cream products from 
an other pool plant or a handler de¬ 
scribed in § 1126.9(c) according to the 
classification of such products pursuant 
to § 1126.42(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in se¬ 
ries beginning with Class III. Any 
amount so subtracted shall be known as 
“overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined 
for skim milk in paragraph (a) of this 
section; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining in 
each class after the computations pur¬ 
suant to § 1126.44(a) (14) and the corre¬ 
sponding step of § 1126.44(b). 

§ 1126.45 Market administrator'* re¬ 
ports and announcements concerning 
classification. 

The market administrator shall make 
the following reports and announce¬ 
ments concerning classification: 

(a) Whenever required for the pur¬ 
pose of allocating receipts from other 
order plants pursuant to § 1126.44 
(a) (12) and the corresponding step of 
§ 1126.44(b), estimate and publicly an¬ 
nounce the utilization (to the nearest 
whole percentage) in each class during 
the month of skim milk and butterfat, 
respectively, in producer milk of all 
handlers. Such estimate shall be based 
upon the most current available data 
and shall be final for such purpose. 

(b) Report to the market administra¬ 
tor of the other order, as soon as possible 
after the report of receipts and utiliza¬ 
tion for the month is received from a 
handler who has received fluid milk 
products or bulk fluid cream products 
from an other order plant, the class to 
which such receipts are allocated pursu¬ 
ant to § 1126.44 on the basis of such re¬ 
port, and, thereafter, any change in such 
allocation required to correct errors dis¬ 
closed in the verification of such report 

(c) Furnish to each handler operat¬ 
ing a pool plant who has shipped fluid 
milk products or bulk fluid cream prod¬ 
ucts to an other order plant the class to 
which such shipments w T ere allocated by 
the market administrator of the other 
order on the basis of the report by the 
receiving handler, and, as necessary, any 
changes in such allocation arising from 
the verification of such report. 

(d) On or before the 12th day after the 
end of each month, report to each co¬ 
operative association w'hich so requests 
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the amount and class utilization of milk 
received by each handler from producers 
who are members of such cooperative as¬ 
sociation. For the purpose of this re¬ 
port the milk so received shall be pro¬ 
rated to each class in the proportion that 
the total receipts of milk from produc¬ 
ers by such handler were used in each 
class. 

Class Prices 
3 1126.50 Cl asa price*, 

Subject to the provisions of § 1126.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 per¬ 
cent butterfat shall be as follows: 

(a) Class I price. The Class I price 
shall be the basic formula price for the 
second preceding month plus $2.32. 

(b) Class II price. The Class II price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class m price 
shall be the basic formula price for the 
month. 

§ 1126.51 Basic formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis and 
rounded to the nearest cent. For such 
adjustment, the butterfat differential 
(rounded to the nearest one-tenth cent) 
per one-tenth percent butterfat shall be 
0.12 times the simple average of the 
wholesale selling prices (using the mid¬ 
point of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the De¬ 
partment for the month. For the pur¬ 
pose of computing the Class I price, the 
resulting price shall be not less than 
$4.33. 

§ 1126.52 Plant location adjustments 
for handlers. 

(a) The following zones are defined 
for the purpose of determining location 
adjustments: 

(1) “Zone 1“ means all territory within 


the following Texas coimties in the mar¬ 
keting area: 

Bosque. 

Hood. 

Cooke. 

Hopkins. 

Collin. 

Hunt. 

Dallas. 

Johnson. 

Delta. 

Kaufman. 

Denton. 

Lamar. 

Ellis. 

Limestone. 

Erath. 

Navarro. 

Fannin. 

Parker. 

Freestone. 

Rockwall. 

Grayson. 

Somervell. 

Hill. 

Tarrant. 


(2) “Zone IT' means all territory in 
the marketing area outside Zone I and all 
territory in Bowie and Cass Counties, 
Tex., and the city of Texarkana, Ark. 

(b) For producer milk received at a 
pool plant which is classified as Class I 
milk, subject to paragraph (c) of this 
section, the price specified in § 1126.50 

(a) shall be adjusted for the location of 
such plant as follows: 
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(1) At a plant located in Zone H, such 
price shall be increased by any amount 
by which the applicable Class I price at 
such location pursuant to Part 1121 
regulating the handling of milk in the 
South Texas marketing area exceeds the 
price specified in § 1126.50(a); and 

(2) At a plant located outside Zones 
I and II and 110 miles or more from the 
city hall in Dallas, Tex., such price shall 
be reduced at the rate of 1.5 cents for 
each 10 miles or fraction thereof that 
such plant is located from the Dallas city 
hall by shortest hard-surface highway 
distance as determined by the market 
administrator. 

<c) For purposes of calculating such 
location adjustments transfers between 
pool plants shall be assigned Class I 
disposition at the transferee-plant, in 
excess of the sum of 95 percent of re¬ 
ceipts at such plant from producers and 
handlers described in § 1126.9(c), plus 
the pounds assigned as Class I to receipts 
from other order plants and unregulated 
supply plants, such an assignment to be 
made first to transferor-plants having 
the same Class I price, next to transferor- 
plants having a higher Class I price and 
then in sequence to plants having a 
lower Class I price, beginning with the 
plant at which the highest Class I price 
would apply. 

(d) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraph (b) of 
this section, except that the adjusted 
Class I price shall not be less than the 
Class III price. 

§ 1126.53 Announcement of rla*s prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth day 
of each month the Class I price for the 
following month and the Class II and 
Class III prices for the preceding month. 

§ 1126.54- Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for com¬ 
puting class prices or for other purposes 
is not available as prescribed in this part, 
the market administrator shall use a 
price or pricing constituent determined 
by the Secretary to be equivalent to the 
price or pricing constituent that is 
required. 

Uniform Price 

§ 1126.60 Handler's value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect 
to each of his pool plants and of each 
handler described hi § 1126.9 (b) and 

(c) as follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pursu¬ 
ant to § 1126.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1126.44(a) (14) and the corresponding 
step of § 1126.44(b) by the respective 


class prices, as adjusted by the butterfat 
differential specified in § 1126.74, that 
are applicable at the location of the pool 
plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class in price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class 
n price, as the case may be, for the cur¬ 
rent month by the hundredweight of 
skim milk and butterfat subtracted from 
Class I and Class II pursuant to § 1126.44 

(a) (9) and the corresponding step of 
§ 1126.44(b); 

(d) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the pool plant and the Class HI price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1126.44(a) (7) (i) through <iv) 
and the corresponding step of § 1126.44 

(b) , excluding receipts of bulk fluid 
cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class III 
price by the hundredweight of skim 
milk and butterfat subtracted from Class 
I pursuant to § 1126.44(a) (7) (v) and 
(vi) and the corresponding step of 
§ 1126.44(b); and 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregu¬ 
lated supply plants from which an 
equivalent volume was received by the 
pounds of skim milk and butterfat sub¬ 
tracted from Class I pursuant to 
§ 1126.44(a) (11) and the corresponding 
step of § 1126.44(b), excluding such skim 
milk and butterfat in receipts of bulk 
fluid milk products from an unregulated 
supply plant to the extent that an equiv¬ 
alent amount of skim milk or butterfat 
disposed of to such plant by handlers 
fully regulated under any Federal milk 
order is classified and priced as Class I 
milk and is not used as an offset for any 
other payment obligation under any 
order. 

§1126.61 Computation of uniform 
price. 

For each month the market adminis¬ 
trator shall compute the uniform price 
per hundredweight for milk of 3.5 per¬ 
cent butterfat content at pool plants at 
which no location adjustment applies as 
follows: 

(a) Combine into one total the values 
computed pursuant to 5 1126.60 for all 
handlers who made the reports pre¬ 
scribed in § 1126.30 and who made the 
payments pursuant to § 1126.71 for the 
preceding month; 

(b) Add not less than one-fourth of 
the cash balance on hand in the 
producer-settlement fund, less the total 
amount of the contingent obligations to 
handlers pursuant to § 1126.72; 

(c) Add the aggregate of the values 
of minus location adjustments and sub¬ 
tract the aggregate of all plus location 
adjustments pursuant to § 1126.75; 
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<d) Divide the resulting amount by 
the sum of the following for all handlers 
included in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
tfhich a value is computed pursuant to 
§ 1126.60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents. 

§ 1126.62 Announcement of uniform 
price and butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of each 
month the uniform price for such month. 

Payments for Milk 
§ 1126.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund known 
as the “producer-settlement fund/’ into 
which he shall deposit all payments made 
by handlers pursuant to §§ 1126.71, 
1126.76. and 1126.77 and from which he 
shall make all payments to handlers 
pursuant to §§ 1126.72 and 1126.77. 

§ 1126.71 Payments to the producer- 
settlement fund. 

(a) On or before the 13th day after 
the end of the month, each handler shall 
pay to the market administrator the 
amount, if any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the han¬ 
dler for such month as determined pursu¬ 
ant to § 1126.60. 

(2) The sum of: 

(i) The value at the uniform price, as 
adjusted pursuant to § 1126.75. of such 
handler’s receipts of producer milk; and 

(ii) The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to § 1126.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to 
Class I at such plant. If there is such 
route disposition from such plant in mar¬ 
keting areas regulated by two or more 
marketwide pool orders, the reconstituted 
skim milk allocated to Class I shall be 
prorated to each order according to such 
route disposition in each marketing 
area; and 

(2) Compute the value of the reconsti¬ 
tuted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route 
disposition in this marketing area by 
multiplying the quantity of such skim 
milk by the difference between the Class I 
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price under this part that is applicable 
at the location of the other order plant 
(but not to be less than the Class HI 
price) and the Class m price. 

§ 1126.72 Payments from the produccr- 
settlemenl fund. 

On or before the 14th day after the 
end of each month the market admin¬ 
istrator shall pay to each handler the 
amount, if any. by which the amount 
computed pursuant to 5 1126.71(a)(2) 
exceeds the amount computed pursuant 
to § 1126.71(a) (1); Provided, That if 
the balance in the producer-settlement 
fund is insufficient to make all payments 
pursuant to this paragraph, the market 
administrator shall reduce uniformly 
such payments and shall complete such 
payments as soon as the necessary funds 
are available: And provided further, 
That any amount due a handler pursu¬ 
ant to this section may be reduced by 
the amount of any unpaid balances due 
the market administrator for such han¬ 
dler pursuant to §§ 1126.71, 1126.77, 
1126.85, and 1126.86. 

§ 1126.73 Payments to producers and to 
cooperative associations. 

Each handler shall make payment as 
follows: 

(a) On or before the 15th day after 
the end of the month during which the 
milk was received, to each producer for 
whom payment is not made pursuant to 
paragraph (c) of this section, at not less 
than the uniform price for such month 
computed pursuant to § 1126.61, as ad¬ 
justed pursuant to §§ 1126.74 and 1126.75, 
and less the amount of the payment 
made pursuant to paragraph (b) of this 
section: Provided, That if by such date 
such handler has not received full pay¬ 
ment for such month pursuant to 
§ 1126.72 he may reduce his total pay¬ 
ments to all producers uniformly by 
not more than the amount of reduction 
in payments from the market admin¬ 
istrator; he shall, however, complete 
such payments pursuant to this para¬ 
graph not later than the date for mak¬ 
ing such payments next following re¬ 
ceipt of the balance from the market 
administrator. 

(b) On or before the 25th day of each 
month, to each producer (1) for whom 
payment is not made pursuant to para¬ 
graph (c) of this section and (2) who 
has not discontinued delivery of milk to 
such handler, a partial payment for 
milk received from such producer during 
the first 15 days of such month com¬ 
puted at not less than the Class III price 
for 3.5 percent milk of the preceding 
month, without deduction for hauling. 

(c) On or before the 13th and 23d 
days of each month, in lieu of payments 
pursuant to paragraphs (a) and (b) of 
this section, respectively, to a coopera¬ 
tive association which so requests, with 
respect to producers for whose milk such 
cooperative association is authorized to 
collect payments, an amount equal to 
the sum of the individual payments oth¬ 
erwise payable to such producers. Such 
payment shall be accompanied by a 
statement showing for each producer 
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the items required to be reported pur¬ 
suant to 5 1126.31. 

(d) On or before the 13th day after 
the end of the month each handler shall 
pay to each cooperative association 
which is also a handler for milk received 
from it not less than the value of such 
milk as classified pursuant to § 1126.42 
(a) at the respective class prices, as 
adjusted by the butterfat differential 
specified in § 1126.74, that are applicable 
at the location of the receiving han¬ 
dler’s pool plant. 

§ 1126.74 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively. for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a but¬ 
terfat differential, rounded to the near¬ 
est one-tenth cent, which shall be 0.115 
times the simple average of the whole¬ 
sale selling prices (using the midpoint of 
any price range as one price) of Grade A 
(92-score) bulk butter per pound at Chi¬ 
cago, as reported by the Department for 
the month. § 1126.75 plant location ad¬ 
justments for producers and on nonpool 
milk. 

(a) In making payments to producers 
pursuant to § 1126.73 (a) or (c) the 
uniform price computed pursuant to 
§ 1126.61 to be paid for producer milk 
received at a pool plant shall be adjusted 
according to the location of the pool 
plant at the rate set forth in 5 1126.52. 

(b) For purposes of computation pur¬ 
suant to §§ 1126.71 and 1126.72 the uni¬ 
form price shall be adjusted at the rates 
set forth in 5 1126.52 applicable at the 
location of the nonpool plant from which 
the milk was received, except that the 
adjusted uniform price shall not be less 
than the Class III price. 

§ 1126.76 Payments by handler oper¬ 
ating a partially regulated distribu¬ 
ting plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the* producer-settlement fund the 
amount computed pursuant to paragraph 
(a) of this section. If the handler submits 
pursuant to §§ 1126.30(b) and 1126.31(b) 
the information necessary for making the 
computations, such handler may elect to 
pay in lieu of such payment the amount 
computed pursuant to paragraph (b) of 
this section: 

(a) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations : 

(1) Determine the pounds of route dis¬ 
position in the marketing area from the 
partially regulated distributing plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of an¬ 
other Federal milk order; and 

(li) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
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products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the par¬ 
tially regulated distributing plant (but 
not to be less than the Class HI price); 
and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class in price) and the Class in 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the value that would 
have been computed pursuant to § 1126.60 
for the partially regulated distributing 
plant if the plant had been a pool plant, 
subject to the following modifications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in 
which such products were classified at 
the fully regulated plant; 

(ii) Fluid milk products and bulk 
fluid cream products transferred from 
the partially regulated distributing plant 
to a pool plant or an other order plant 
shall be classified at the partially regu¬ 
lated distributing plant in the class to 
which allocated at the fully regulated 
plant. Such transfers shall be allocated 
to the extent possible to those receipts at 
the partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of this 
subparagraph. Any such transfers re¬ 
maining after the above allocation which 
are classified in Class I and for which a 
value is computed for the handler operat¬ 
ing the partially regulated distributing 
plant pursuant to § 1126.60 shall be 
priced at the uniform price (or at the 
weighted average price if such is pro¬ 
vided) of the respective order regulating 
the handling of milk at the transferee 
plant, with such uniform price adjusted 
to the location of the nonpool plant (but 
not to be less than the lowest class price 
of the respective order), except that 
transfers of reconstituted skim milk in 
filled milk shall be priced at the lowest 
class price of the respective order; and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant to 
§ 1126.60 for such handler shall include, 
in lieu of the value of other source milk 
specified in § 1126.60(f) less the value of 
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such other source milk (specified in 
§ 1126.71 (a) (2) (ii), a value of milk de¬ 
termined pursuant to § 1126.60 for each 
nonpool plant that is not an other order 
plant which serves as a supply plant for 
such partially regulated distributing 
plant by making shipments to the par¬ 
tially regulated distributing plant during 
the month equivalent to the requirements 
of § 1126.7(b) subject to the following 
conditions: 

(a) The operator of the partially regu¬ 
lated distributing plant submits with his 
reports filed pursuant to §§ 1126.30(b) 
and 1126.31(b) similar reports for each 
such nonpool supply plant; 

(b) The operator of such nonpool 
supply plant maintains books and rec¬ 
ords showing the utilization of all skim 
milk and butterfat received at such plant 
which are made available if requested by 
the market administrator for verification 
purposes; and 

(c) The value of milk determined pur¬ 
suant to § 1126.60 for such nonpool 
supply plant shall be determined in the 
same manner prescribed for computing 
the obligation of such partially regulated 
distributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the oper¬ 
ator of such partially regulated dis¬ 
tributing plant for milk received at the 
plant during the month that would have 
been producer milk if the plant had been 
fully regulated; 

(ii) If subparagraph (1) (ill) of this 
paragraph applies, the gross payments by 
the operator of such nonpool supply plant 
for milk received at the plant during the 
month that would have been producer 
milk if the plant had been fully regu¬ 
lated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of an¬ 
other order under which such plant is 
also a partially regulated distributing 
plant and like payments by the operator 
of the nonpool supply plant if subpara¬ 
graph (1) (iii) of this paragraph applies. 

§ 1126.77 Adjustment of accounts* 

Whenever verification by the market 
administrator of any handler’s reports, 
books, records, accounts or payments dis¬ 
closes errors resulting in money due: 

(a) The market administrator from 
such handler; 

(b) Such handler from the market ad¬ 
ministrator; or 

(c) Any producer or cooperative as¬ 
sociation from such handler, the market 
administrator shall promptly notify such 
handler of any amount so due and pay¬ 
ment thereof shall be made on or before 
the next date for making payments set 
forth in the provisions under which such 
error occurred. 

§ 1126.78 Charges on overdue accounts. 

Any unpaid obligation of a handler 
pursuant to §§ 1126.71, 1126.73, 1126.76, 
1126.77, 1126.85, or 1126.86 shall be in¬ 
creased three-fourths of 1 percent per 


month beginning on the first day after 
the due date, and on each date of sub¬ 
sequent months following the day on 
which such type of obligation is normally 
due: Provided , That: 

(a) The amounts payable pursuant to 
this section shall be computed monthly 
on each unpaid obligation, which shall 
include any unpaid interest charges pre¬ 
viously computed pursuant to this sec¬ 
tion; and 

(b) For the purpose of this section any 
obligation that was determined at a date 
later than that prescribed by the order 
because of a handler’s failure to submit 
a report to the market administrator 
when due shall be considered to have 
been payable by the date it would have 
been due if the report had been filed 
when due. 

Administrative Assessment and 
Marketing Service Deduction 

§ 1126.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense of 
administration of the order, each han¬ 
dler shall pay to the market administra¬ 
tor on or before the 15th day after the 
end of the month 4 cents per hundred¬ 
weight, or such lesser amount as the 
Secretary may prescribe, with respect to: 

(a) Receipts from producers (includ¬ 
ing such handler’s own production) ex¬ 
cept receipts by a handler described in 
§ 1126.9(c); 

(b) Receipts from a handler described 
in § 1126.9(c); 

(c) Other source milk allocated to 
Class I pursuant to § 1126.44(a) (7) and 
(11) and the corresponding steps of 
§ 1126.44(b), except such other source 
milk that is excluded from the compu¬ 
tations pursuant to § 1126.60 (d) and 
(f): and 

(d) Route disposition from a partially 
regulated distributing plant in the mar¬ 
keting area that exceeds the skim milk 
and butterfat subtracted pursuant to 
§ 1126.76(a)(2). 

§ 1126.86 Deduction for marketing 
services. 

(a) Except as set forth in paragraph 
(b) of this section, each handler, in 
making payments to producers (other 
than himself) pursuant to § 1126.73, 
shall deduct 5 cents per hundredweight 
or such amount not exceeding 5 cents 
per hundredweight as may be prescribed 
by the Secretary, and shall pay such 
deductions to the market administrator 
on or before the 15th day after the end 
of each month. Such moneys shall be 
used by the market administrator to 
sample, test, and check the weights of 
milk received and to provide producers 
with market information. 

(b) In the case of producers for whom 
a cooperative association is actually per¬ 
forming the services set forth in para¬ 
graph (a) of this section, each handler 
shall make, in lieu of the deduction spec¬ 
ified in paragraph (a) of this section, 
such deductions from the payments to be 
made to such producers as may be au¬ 
thorized by the membership agreement 
or marketing contract between such co- 
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operative association and such producers 
and on or before the 15th day after the 
end of each month pay such deduction to 
the cooperative association rendering 
such services, accompanied by a state¬ 
ment showing the quantity of milk for 
which such deduction was computed for 
each such producer. 
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Administrative Assessment and Marketing 
Service Deduction 

Sec. 

1127.85 Assessment for order administra¬ 

tion. 

1127.86 Deduction for marketing services. 

Authority: The provisions of this Part 
1127 Issued under secs. 1-19. 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 

General Provisions 
§1127.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 

Definitions 

§ 1127.2 San Antonio, Tex., marketing 
area. 

“San Antonio, Tex., marketing area", 
hereinafter called the “marketing area“, 
means all the territory including all 
municipal corporations and all Federal 
military reservations, facilities and in¬ 
stallations located within the boundaries 
of Bexar County, Tex. 

§ 1127.3 Route disposition. 

“Route disposition" means any deliv¬ 
ery of any fluid milk product classified 
as Class I milk (including any delivery by 
a vendor or disposition at a plant store) 
to wholesale or retail outlets, except de¬ 
liveries in bulk form to other pool plants. 

§ 1127.4 [Reserved] 

§1127.5 Distributing plant. 

“Distributing plant" means all the 
buildings, premises, and facilities of a 
plant: 

(a) Which is approved by an appro¬ 
priate health authority having jurisdic¬ 
tion in the marketing area or by another 
health authority whose certification is 
accepted by such health authority for 
the processing of Grade A milk or which 
is acceptable to an agency of the Federal 
Government for distribution of milk to 
its installations in the marketing area; 

(b) In which milk or skim milk is 
processed or packaged; and 

(c) From which there is route dis¬ 
position during the month in the mar¬ 
keting area or from which Class I milk 
is supplied to installations located in the 
marketing area of an agency of the Fed¬ 
eral Government. 

§ 1127.6 Supply plant. 

“Supply plant" means all the build¬ 
ings, premises, and facilities of a plant 
equipped to either receive or cool milk 
which Is approved by the appropriate 
health authority to supply fluid milk for 
distribution as Grade A milk in the mar¬ 
keting area, and from which an amount 
equal to not less than 50 percent of its 
receipts from dairy farmers, who would 
be producers if the plant qualified as a 
pool plant, are shipped to a distributing 
plant during the month: Provided, That 
any plant which qualifies as a supply 
plant for each of the months of July 
through February shall be considered 
to be a supply plant for the following 


months of March through June of such 
year, except that if the operator of 
such plant files a written request with 
the market administrator, supply plant 
status shall be terminated as of the first 
of the following month. 

§1127.7 Pool plant. 

Except as provided in paragraph (d) 
of this section, “pool plant" means a 
plant specified in paragraph (a), (b), or 
(c) of this section. 

(a) A distributing plant which has 
route disposition, except filled milk, in 
the marketing area equal to 15 percent or 
more of its receipts of milk during the 
month from pool plants and from dairy 
farmers conforming to the requirements 
set forth in § 1127.12. 

(b) A supply plant. 

(c) Any plant approved by an appro¬ 
priate health authority having juris¬ 
diction in the marketing area to supply 
milk for distribution as Grade A milk in 
the marketing area which is operated 
by a cooperative association, and 50 per¬ 
cent or more of the producer milk of 
members is received during the month 
in the pool plants of other handlers, or 
is transferred to such plants from the 
plant of the cooperative association. 

(d) The term “pool plant" shall not 
apply to the following plants: 

(1) A producer-handler plant; 

(2) A plant meeting the requirements 
for pooling pursuant to paragraph (a) of 
this section which also meets the pooling 
requirements of another Federal order 
and from which, the Secretary deter¬ 
mines. there is a greater quantity of 
route disposition, except filled milk, dur¬ 
ing the month in such other Federal 
order marketing area than in this mar¬ 
keting area, except that if such plant w as 
subject to all of the provisions of this 
part in the immediately preceding 
month, it shall continue to be subject to 
all of the provisions of this part until the 
third consecutive month in which a 
greater proportion of such route disposi¬ 
tion is made in such other marketing 
area unless notwithstanding the provi¬ 
sions of this subparagraph it is fully 
regulated under such other order; and 

(3) A plant meeting the requirements 
for pooling pursuant to paragraph (a) 
of this section which also meets the 
pooling requirements of another Fed¬ 
eral order on the basis of route disposi¬ 
tion in such other marketing area and 
from which, the Secretary determines, 
there is a greater quantity of route dis¬ 
position, except filled milk, during the 
month in this marketing area than in 
such other marketing area, but which 
plant is fully regulated under such other 
Federal order. 

§1127.8 Nonpool plant. 

“Nonpool plant" means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant" means a plant 
that is fully subject to the pricing and 
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pooling provisions of another order issued 
pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order issued pursuant 
to the Act. 

(c) “Partially regulated distributing 
plant” means a nonpool plant that is 
neither an other order plant nor a pro¬ 
ducer-handler plant, from which there 
is route disposition in consumer-type 
packages or dispenser units in the mar¬ 
keting area during the month. 

(d) “Unregulated supply plant” means 
a nonpool plant from which fluid milk 
products are moved to a pool plant 
during the month, but which is neither 
an other order plant nor a producer- 
handler plant. 

§ 1127.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of one or more pool plants; 

(b) A cooperative association with 
respect to the milk of a member 
producer diverted for its account 
pursuant to § 1127.12 for each day’s 
milk production that such producer’s 
milk is diverted during the month. 
Milk so diverted shall be deemed 
to have been received by the asso¬ 
ciation at a pool plant at the location 
of the pool plant at which the milk was 
received prior to diversion; 

(c) A cooperative association with 
respect to the producer milk of its mem¬ 
bers which is delivered directly from 
the farm to the pool plant of a handler 
in a tank truck owned and operated 
by or under contract to such cooperative 
association unless the cooperative asso¬ 
ciation notifies the market administrator 
and the handler to whom the milk is de¬ 
livered in writing, prior to the first day of 
the month, that it does not desire to be 
the handler for such milk. Milk for 
which the cooperative association is the 
handler pursuant to this paragraph shall 
be deemed to have been received by the 
association at a pool plant at the loca¬ 
tion of the pool plant to which it is 
delivered; and 

(d) Any person in his capacity as the 
operator of a nonpool plant from which 
there is route disposition in the market¬ 
ing area. 

§ 1127.10 [Reserved] 

§1127.11 [Reserved] 

§ 1127.12 Producer. 

(a) Except as provided in paragraph 

(b) of this section, “producer” means any 
person who produces milk (1) under a 
dairy farm permit or rating for the pro¬ 
duction of milk to be disposed of for 
consumption as Grade A milk, issued 
by an appropriate health authority hav¬ 
ing jurisdiction in the marketing area 
or by another health authority whose 
certification is accepted by such health 
authority, or (2) which is acceptable to 
an agency of the Federal Government for 
fluid consumption in its institutions or 
bases located in the marketing area; 
which is received directly from the farm 
at a pool plant or diverted from a pool 
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plant to a nonpool plant that is not a 
producer-handler plant for the account 
of a cooperative association: Provided , 
That if the days of production of such 
person for which milk is diverted exceed 
one-third of the days of production that 
milk is delivered to a pool plant during 
the month, such milk shall cease to be 
producer milk for the entire period of 
such diversion. 

(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order issued pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to 
a pool plant from an other order plant 
if the other order designates such per¬ 
son as a producer under that order and 
such milk is allocated pursuant to 
§ 1127.44 to Class H or Class III 
utilization; 

(3) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if 
the other order designates such person 
as a producer under that order with re¬ 
spect to such milk; and 

(4) A dairy farmer during the months 
of March through June, if milk from the 
same dairy farmer (or farm) was re¬ 
ceived at a nonpool plant operated by the 
same handler, as other than producer 
milk, on more than half the days of de¬ 
livery during the preceding months of 
July through February. 

§1127.13 Producer milk. 

“Producer milk” means any skim milk 
or butterfat contained in milk of a pro¬ 
ducer received at a pool plant or diverted 
by a cooperative association in accord¬ 
ance with § 1127.9(b). 

§ 1127.11 Other source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products 
and bulk fluid cream products from any 
source other than producers, handlers 
described in § 1127.9(c), pool plants, or 
inventory at the beginning of the month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1127.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
§ 1127.40(b) (1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1127.40(b) (1)) for 
which the handler fails to establish a 
disposition. 

§1127.15 Fluid milk product. 

(a) Except as provided in paragraph 
(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, cul¬ 


tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1127.40 (b) or (c)(1) (i) through 
(viii) if it contains by weight at least 
80 percent water and 6.5 percent nonfat 
milk solids and less than 9 percent but¬ 
terfat and 20 percent total solids. 

(b) The term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of the 
quantity of skim milk in an equal volume 
of an unmodified product of the same 
nature and butterfat content. 

§ 1127.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

§ 1127.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat (or 
oil). 

§1127.18 Cooperative association. 

“Cooperative association” means any 
cooperative marketing association of 
producers which the Secretary deter¬ 
mines after application by the associa¬ 
tion (a) to have its entire activities 
under the control of its members, (b) to 
have full authority in the sale of milk of 
its members, and (c) to be qualified 
under the provisions of the act of Con¬ 
gress of February 18, 1922, as amended, 
known as the “Capper-Volstead Act.” 

Handler Reports 

§ 1127.30 Reports of receipts and utili¬ 
zation. 

On or before the seventh day after the 
end of each month, each handler shall 
report for such month to the market 
administrator, in the detail and on the 
forms prescribed by the market admin¬ 
istrator, as follows: 

(a) Each handler, with respect to 
each of his pool plants, shall report the 
quantities of skim milk and butterfat 
contained in or represented by: 

(1) Receipts of producer milk, in¬ 
cluding producer milk diverted by the 
handler from the pool plant to other 
plants; 
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(2) Receipts of milk from handlers 
described in § 1127.9(c); 

(3) Receipts of fluid milk products 
and fluid cream products from other 
pool plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1127.40(b) 

(1); and 

(6) The utilization or disposition of 
all milk, filled milk, and milk products 
required to be reported pursuant to this 
paragraph. 

(b) Each handler operating a par¬ 
tially regulated distributing plant shall 
report with respect to such plant in the 
same manner as prescribed for reports 
required by paragraph (a) of this sec¬ 
tion. Receipts of milk that would have 
been producer milk if the plant had been 
fully regulated shall be reported in lieu 
of producer milk. Such report shall show 
also the quantity of any reconstituted 
skim milk in route disposition in the 
marketing area. 

(c) Each handler described in § 1127.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of 
all such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 
tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as the 
market administrator may prescribe. 

§ 1127.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler 
described in § 1127.9 (a), (b), and (c) 
shall report to the market administrator 
his producer payroll for such month, in 
the detail prescribed by the market ad¬ 
ministrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due. the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

(b) Each handler operating a par¬ 
tially regulated distributing plant who 
elects to make payment pursuant to 
§ 1127.76(b) shall report for each dairy 
farmer who would have been a producer 
if the plant had been fully regulated in 
the same manner as prescribed for re¬ 
ports required by paragraph (a) of this 
section. 

§ 1127.32 Other reports. 

In addition to the reports required pur¬ 
suant to §§ 1127.30 and 1127.31, each 
handler shall report such other informa¬ 
tion as the market administrator deems 
necessary to verify or establish such 
handler’s obligation under the order. 

Classification of Milk 
§ 1127.40 Classes of utilization. 

Except as provided in § 1127.42, all 
skim milk and butterfat required to be 


reported by a handler pursuant to 
§ 1127.30 shall be classified as follows: 

(a) Class I milk. Except as provided in 
paragraph (c) of this section, Class I 
milk shall be all skim milk and butter¬ 
fat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class II or Class m milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section. Class n 
milk shall be all skim milk and butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition of 
nonfat milk solids shall be Class II milk 
in an amount equal only to the weight 
of an equal volume of an unmodified 
product of the same nature and butterfat 
content; 

(2) In packaged inventory at the end 
of the month of the products specified 
in subparagraph (1) of this paragraph; 
and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class III milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(1) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer- 
type package, evaporated or condensed 
skim milk (plain or sweetened) in a con¬ 
sumer-type package, and any concen¬ 
trated milk product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b)(1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of 
this section; 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of to 
any commercial food processing estab¬ 
lishment (other than a milk or filled 
milk plant) at which food products 
(other than milk products and filled 
milk) are processed and from which 
there is no disposition of fluid milk prod¬ 
ucts or fluid cream products other than 
those received in consumer-type pack¬ 
ages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 


packaged form and products specified in 
paragraph (b) (1) of this section in bulk 
form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a handler 
for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion; 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b)(1) of this section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class II milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1127.41(a) to the receipts specified in 
§ 1127.41(a)(2) and in shrinkage speci¬ 
fied in § 1127.41 (b) and (c). 

§ 1127.41 Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1127.30, the market 
administrator shall determine the fol¬ 
lowing: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat. 
respectively, at each pool plant to the 
respective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this sec¬ 
tion on which shrinkage is allowed pur¬ 
suant to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of 
this section wliich was received in the 
form of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursuant 
to paragraph (a) of this section to the 
receipts specified in subparagraph (1) 
of such paragraph that is not in excess 
of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk; 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1127.9(c), except that if the operator 
of the plant to which the milk is deliv¬ 
ered purchases the milk on the basis of 
weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent; 

(3) l Reserved! 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class III clas¬ 
sification is requested by the operators 
of both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
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milk products received from unregulated 
supply plants, excluding the quantity for 
which Class n or Class III classification 
is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 

(1). (2), (4), (5), and (6) of this para¬ 
graph; and 

(c) The quantity of skim milk and 
butterfat, respectively, in shrinkage of 
milk from producers for which a co¬ 
operative association is the handler pur¬ 
suant to § 1127.9 (b) or (c), but not in 
excess of 0 5 percent of the skim milk and 
butterfat. respectively, in such milk. If 
the operator of the plant to which the 
milk is delivered purchases such milk on 
the basis of weights determined by farm 
bulk tank calibration and butterfat tests 
determined from farm bulk tank sam¬ 
ples, the applicable percentage under 
this paragraph for the cooperative asso¬ 
ciation shall be zero. 

§ 1127.42 Classification of transfers and 
diversions. 

(a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant or by a handler de¬ 
scribed in § 1127.9(c) to another hand- 
dler’s pool plant shall be classified as 
Class I milk unless both handlers request 
the same classification in another class. 
In either case, the classification of such 
transfers shall be subject to the following 
conditions; 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re¬ 
spectively, remaining in such class at the 
transferee-plant after the computations 
pursuant to 5 1127.44(a) (12) and the 
corresponding step of $ 1127.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1127.44(a) (7) 
or the corresponding step of § 1127.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 

(3 If the transferor-handler received 
during the month other source milk to be 
allocated pursuant to 5 1127.44(a) (11) 
or (12) or the corresponding steps of 
§ 1127.44(b), the skim milk or butter¬ 
fat so transferred up to the total of the 
skim milk and butterfat, respectively, in 
such receipts of other source milk, shall 
not be classified as Class I milk to a 
greater extent than would be the case 
if the other source milk had been re¬ 
ceived at the transferee-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
apply only to the skim milk or butterfat 
that is in excess of any receipts at the 


pool plant from the other order plant of 
skim milk and butterfat, respectively, in 
fluid milk products and bulk fluid cream 
products, respectively, that are in the 
same category as described in subpara¬ 
graph (1), (2), or (3) of this paragraph; 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, clas¬ 
sification shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this para¬ 
graph) ; 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class II or Class in milk to the extent 
of such utilization available for such clas¬ 
sification pursuant to the allocation pro¬ 
visions of the other order; 

(4) If information concerning the 
classes to which such transfers or di¬ 
versions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of establish¬ 
ing classification under this paragraph, 
classification shall be as Class I, subject 
to adjustment when such information is 
available; 

(5) For purposes of this paragraph, if 
the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class consist¬ 
ing primarily of fluid milk products shall 
be classified as Class I milk, and skim 
milk or butterfat allocated to the other 
classes shall be classified as Class in 
milk; and 

(6) If the form in which any fluid milk 
product that is transferred to an other 
order plant is not defined as a fluid milk 
product under such other order, classi¬ 
fication under this paragraph shall be 
in accordance with the provisions of 
5 1127.40. 

(c) Transfers to producer-handlers. 
Skim milk or butterfat transferred in the 
following forms from a pool plant to a 
producer-handler under any other Fed¬ 
eral order shall be classified; 

(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market admin¬ 
istrator, if transferred in the form of a 
bulk fluid cream product. For this pur¬ 
pose, the producer-handler’s utilization 
of skim milk and butterfat in each class, 
in series beginning with Class in, shall 
be assigned to the extent possible to his 
receipts of skim milk and butterfat. re¬ 
spectively, in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant 
or a producer-handler plant shall be 
classified; 


(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply: 

(i) If the conditions described in (a) 
and (b) of this subdivision are met. 
transfers or diversions in bulk form shall 
be classified on the basis of the assign¬ 
ment of the nonpool plant’s utilization 
to its receipts as set forth in subdivi¬ 
sions (ii) through (viii) of this 
subparagraph; 

(a) The transferor-handler or divert¬ 
or-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to § 1127.30 for the month 
within which such transaction occurred; 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the 
utilization of all skim milk and butter¬ 
fat received at such plant which are 
made available for verification purposes 
if requested by the market adminis¬ 
trator; 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of 
packaged fluid milk products from such 
nonpool plant to plants fully regulated 
thereunder shall be assigned to the ex¬ 
tent possible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool 
plant from pool plants; 

(b) Pro rata to any remaining un¬ 
assigned receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant 
from pool plants; and 

(d) Pro rata to any remaining un- 
assigned receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(ill) Any remaining Class I disposi¬ 
tion of packaged fluid milk products 
from the nonpool plant shall be assigned 
to the extent possible pro rata to any 
remaining unassigned receipts of pack¬ 
aged fluid milk products at such nonpool 
plant from pool plants and other order 
plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts 
of fluid milk products from such plant 
and are allocated to Class I at the 
transferee-plant, shall be assigned to the 
extent possible in the following sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from pool 
plants; and 

(b) Pro rata to any remaining un¬ 
assigned receipts of fluid milk products 
at such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence; 
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(a) To such nonpool plant’s receipts 
from dairy farmers who the market 
administrator determines constitute 
regular sources of Grade A milk for such 
nonpool plant; and 

<b) To such nonpool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of Grade 
A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent possible 
first to any remaining Class I utilization, 
then to Class III utilization, and then to 
Class II utilization at such nonpool plant; 

(vii) Receipts of bulk fluid cream prod¬ 
ucts at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, to 
the extent possible first to any remaining 
Class III utilization, then to any remain¬ 
ing Class II utilization, and then to Class 
I utilization at such nonpool plant; and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a 
plant not fully regulated under any Fed¬ 
eral milk order shall be classified on the 
basis of the second plant’s utilization 
using the same assignment priorities at 
the second plant that are set forth in this 
subparagraph. 

§ 1127.43 General classification rules. 

In determining the classification of 
producer milk pursuant to § 1127.44, the 
following l-ules shall apply: 

(a) Each month the market adminis¬ 
trator shall correct for mathematical and 
other obvious errors all reports filed pur¬ 
suant to § 1127.30 and shall compute 
separately for each pool plant and for 
each cooperative association with respect 
to milk for which it is the handler pur¬ 
suant to § 1127.9 (b) or (c) the pounds of 
skim milk and butterfat, respectively, in 
each class in accordance with §§ 1127.40, 
1127.41, and 1127.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds of 
skim milk in such product that are to be 
considered under this part as used or 
disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer milk 
for which a cooperative association is the 
handler pursuant to § 1127.9 (b) or (c) 
shall be determined separately from the 
operations of any pool plant operated 
by such cooperative association. 

§ 1127.44 Classification of producer 
milk. 

For each month the market adminis¬ 
trator shall determine the classification 
of producer milk of each handler de¬ 
scribed in § 1127.9(a) for each of his pool 


plants separately and of each handler 
described in § 1127.9 (b) and (c) by al¬ 
locating the handler’s receipts of skim 
milk and butterfat to his utilization as 
follows: 

(а) Skim milk shall be allocated in the 
following manner: 

(1) Subtract from the total pounds of 
skim milk hi Class III the pounds of skim 
milk in shrinkage specified in § 1127.41 

(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class HI milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

(ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in § 1127.40(b)(1) 
that were received in packaged form from 
other plants, but not in excess of the 
pounds of skim milk remaining in Class 
H; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in products specified 
in § 1127.40(b) (1) that were in inventory 
at the beginning of the month in pack¬ 
aged form, but not in excess of the 
pounds of skim milk remaining in Class 
H; 

(б) Subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim 
milk that was classified as Class III milk 
pursuant to § 1127.40(c) (6)), any prod¬ 
uct specified in § 1127.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II; 

(7) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in each class, in series beginning 
with Class in, the pounds of skim milk 
in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged inventory at the be¬ 
ginning of the month of products spec¬ 
ified in § 1127.40(b)(l) that were not 
subtracted pursuant to subparagraphs 
(4), (5). and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 


(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order; 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subpara graph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Federal 
milk order providing for individual- 
handler pooling, to the extent that re¬ 
constituted skim milk is allocated to 
Class I at the transferor-plant; 

(8) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in Class n and Class III, in 
sequence beginning with Class III: 

(i) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an 
unregulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2) and (7) (v) of this paragraph for 
which the handler requests a classifica¬ 
tion other than Class I, but not in excess 
of the pounds of skim milk remaining in 
Class n and Class m combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2). (7) (v), and (8) (i) of this paragraph 
which are in excess of the pounds of skim 
milk determined pursuant to (a) through 

(c) of this subdivision. Should the 
pounds of skim milk to be subtracted 
from Class II and Class III combined 
exceed the pounds of skim milk remain¬ 
ing in such classes, the pounds of skim 
milk in Class n and Class m shall be 
increased (increasing Class in first to 
the extent permitted by the handler’s 
total Class in utilization at his other 
pool plants) by an amount equal to such 
quantity to be subtracted and the pounds 
of skim milk in Class I shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at tliis allocation step at other pool 
plants of the handler shall be adjusted 
to the extent possible in the reverse di¬ 
rection by a like amount. Such adjust¬ 
ment shall be made at the other plants 
in sequence beginning with the plant 
having the least minus location adjust¬ 
ment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class I 
at this allocation step at all pool plants 
of the handler; 

(b) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all pool plants of the handler of 
producer milk, milk from a handler de¬ 
scribed in § 1127.9(c), fluid milk prod¬ 
ucts from pool plants of other handlers, 
and bulk fluid milk products from other 
order plants that were not subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the 
receipts of skim milk in fluid milk prod¬ 
ucts from unregulated supply plants that 
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remain at this pool plant is of all such 
receipts remaining at this allocation step 
at all pool plants of the handler; and 

(ill) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from 
an other order plant that are in excess of 
bulk fluid milk products transferred or 
diverted to such plant and that were not 
subtracted pursuant to subparagraph 

(7) (vi) of this paragraph, if Class n or 
Class in classification is requested by 
the operator of the other order plant and 
the handler, but not in excess of the 
pounds of skim milk remaining in Class 
H and Class HI combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class in, the pounds of 
skim milk in fluid milk products and 
products specified in $ 1127.40(b) (1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to sub- 
paragraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class HI the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk re¬ 
maining in Class I and in Class II and 
Class HI combined at this allocation step 
at all pool plants of the handler, with the 
quantity prorated to Class H and Class 
HI combined being subtracted first from 
Class HI and then from Class H, the 
pounds of skim milk in receipts of fluid 
milk products from an unregulated sup¬ 
ply plant that were not subtracted pur¬ 
suant to subparagraphs (2), (7) (v), and 

(8) (i) and (ii) of this paragraph and 
that were not offset by transfers or diver¬ 
sions of fluid milk products to the same 
unregulated supply plant from which 
fluid milk products to be allocated at this 
step were received: 

(i) Should the pounds of skim milk to 
be subtracted from any class pursuant to 
this subparagraph exceed the pounds of 
skim milk remaining in such class, the 
pounds of skim milk in such class shall be 
increased by an amount equal to such 
quantity to be subtracted and the pounds 
of skim milk in the other classes (begin¬ 
ning with the higher-priced class) shall 
be decreased by a like amount. In such 
case, the pounds of skim milk remaining 
in each class at this allocation step at 
other pool plants of the handler shall be 
adjusted to the extent possible in the 
reverse direction by a like amount. Such 
adjustment shall be made at the other 
plants in sequence beginning with the 
plant having the least minus location 
adjustment; 

(12) Subtract in the manner specified 
below from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
milk in receipts of bulk fluid milk prod¬ 
ucts from an other order plant that 
are in excess of bulk fluid milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to sub- 
paragraphs (7) (vi) and (8) (iii) of this 
paragraph; 
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(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I and 
in Class H and Class IH combined, with 
the quantity prorated to Class H and 
Class HI combined being subtracted first 
from Class IH and then from Class II, 
with respect to whichever of the follow¬ 
ing quantities represents the lower pro¬ 
portion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as an¬ 
nounced for the month pursuant to 
§ 1127.45(a); or 

(b) The total pounds of skim milk re¬ 
maining in each class at this allocation 
step at all pool plants of the handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk at 
all pool plants of the handler that are 
to be subtracted at this allocation step 
from Class n and Class IH combined 
exceeding the pounds of skim milk re¬ 
maining in Class H and Class III at all 
such plants, the pounds of such excess 
shall be subtracted from the pounds of 
skim milk remaining in Class I after such 
proration at the pool plants at which 
such other source milk was received; 
and 

(iii) Except as provided in subdivision 
(ii) of this subparagraph, should the 
computations pursuant to either subdi¬ 
vision (i) or (ii) of this subparagraph 
result in a quantity of skim milk to be 
subtracted from any class that exceeds 
the pounds of skim milk remaining in 
such class, the pounds of skim milk In 
such class shall be increased by an 
amount equal to such quantity to be sub¬ 
tracted and the pounds of skim milk in 
the other classes (beginning with the 
higher-priced class) shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at this allocation step at other pool 
plants of the handler shall be adjusted 
to the extent possible in the reverse 
direction by a like amount. Such ad¬ 
justment shall be made at the other 
plants in sequence beginning with the 
plant having the least minus location 
adjustment; 

(13) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products and 
bulk fluid cream products from another 
pool plant or a handler described in 
§ 1127.9(c) according to the classifica¬ 
tion of such products pursuant to 
5 1127.42(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class IH. Any 
amount so subtracted shall be known as 
“overage": 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined for 
skim milk in paragraph (a) of this sec¬ 
tion; and 

(c) Hie quantity of producer milk in 
each class shall be the combined pounds 


of skim milk and butterfat remaining in 
each class after the computations pur¬ 
suant to § 1127.44(a) (14) and the cor¬ 
responding step of § 1127.44(b). 

§1127.45 Market administrator’;} re¬ 
ports and announcements concerning 
classification. 

The market administrator shall make 
the following reports and announce¬ 
ments concerning classification: 

(a) Whenever required for the pur¬ 
pose of allocating receipts from other 
order plants pursuant to 5 1127.44(a) 
(12) and the corresponding step of 
5 1127.44(b), estimate and publicly an¬ 
nounce the utilization (to the nearest 
whole percentage) in each class during 
the month of skim milk and butterfat. 
respectively, in producer milk of all han¬ 
dlers. Such estimate shall be based upon 
the most current available data and shall 
be final for such purpose. 

(b) Report to the market administra¬ 
tor of the other order, as soon as possi¬ 
ble after the report of receipts and utili¬ 
zation for the month is received from a 
handler who has received fluid milk 
products or bulk fluid cream products 
from an other order plant, the class to 
which such receipts are allocated pur¬ 
suant to § 1127.44 on the basis of such 
report, and, thereafter, any change in 
such allocation required to correct errors 
disclosed in the verification of such 
report. 

(c) Furnish to each handler operating 
a pool plant who has shipped fluid milk 
products or bulk fluid cream products 
to an other order plant the class to which 
such shipments were allocated by the 
market administrator of the other order 
on the basis of the report by the re¬ 
ceiving handler, and, as necessary, any 
changes in such allocation arising from 
the verification of such report. 

(d) On or before the 12th day after 
the end of each month, report to each 
cooperative association w T hich so re¬ 
quests the amount and class utilization 
of milk received by each handler from 
producers who are members of such co¬ 
operative association. For the purpose 
of this report the milk so received shall 
be assigned to each class in the propor¬ 
tion that the total producer milk in each 
class is to the total receipts of producer 
milk by such handler. 

Class Prices 
§ 1127.50 Class prices. 

Subject to the provisions of § 1127.52. 
the class prices for the month per 
hundredweight of milk containing 3.5 
percent butterfat shall be as follows: 

(a) Class I price . The Class I price 
shall be the basic formula price for the 
second preceding month plus $2.74. 

(b) Class II price . The Class n price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class m price 
shall be the basic formula price for the 
month. 
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§ 1127.51 Basic formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis and 
rounded to the nearest cent. For such 
adjustment, the butterfat differential 
(rounded to the nearest one-tenth cent) 
per one-tenth percent butterfat shall be 
0.12 times the simple average of the 
wholesale selling prices (using the mid¬ 
point of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the 
Department for the month. For the pur¬ 
pose of computing the Class I price, the 
resulting price shall be not less than 
$4.33. 

§ 1127.52 Plant location adjustments 
for handlers. 

(a) For milk which is received from 
producers at a pool plant located more 
than 50 miles from the city hall in San 
Antonio, Tex., by the shortest hard¬ 
surfaced highway distance as determined 
by the market administrator and which 
is classified as Class I milk, the price 
specified in § 1127.50(a) shall be reduced 
1.5 cents per hundredweight for each 10 
miles or fraction thereof that such plant 
is distant from the city hall in San 
Antonio, Tex. 

(b) For purposes of calculating such 
adjustment, transfers between pool 
plants shall be assigned Class I dis¬ 
position at the transferee-plant, in excess 
of the sum of receipts at such plant from 
producers and handlers described in 
§ 1127.9(c), and the pounds assigned as 
Class I to receipts from other order 
plants and unregulated supply plants, 
such assignment to be made first to 
transferor-plants at which no location 
adjustment credit is applicable and then 
in sequence beginning with the plant at 
which the least location adjustment 
would apply. 

(c) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraph (a) of 
this section, except that the adjusted 
Class I price shall not be less than the 
Class in price. 

§ 1127.53 Announcement of class price*. 

The market administrator shall an¬ 
nounce publicly on or before the fifth day 
of each month the Class I price for the 
following month and the Class n and 
Class in prices for the preceding month. 

§ 1127.54 Equivalent price. 

If for any reason a price or pricing con¬ 
stituent required by this part for com¬ 
puting class prices or for other purposes 
is not available as prescribed in this part, 
the market administrator shall use a 
price or pricing constituent determined 
by the Secretary to be equivalent to the 
price or pricing constituent that is re¬ 
quired. 


Uniform Price 

§ 1127.60 Handler’* value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect to 
each of his pool plants and of each 
handler described in § 1127.9 (b) and (c) 
as follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pur¬ 
suant to § 1127.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1127.44(a) (14) and the corresponding 
step of 8 1127.44(b) by the respective 
class prices, as adjusted by the butterfat 
differential specified in § 1127.74, that are 
applicable at the location of the pool 
plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class HI price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class H 
price, as the case may be, for the cur¬ 
rent month by the hundredweight of 
skim milk and butterfat subtracted from 
Class I and Class n pursuant to § 1127.44 

(a) (9) and the corresponding step of 
3 1127.44(b); 

(d) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the pool plant and the Class III price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1127.44(a) (7) (i) through (iv) 
and the corresponding step of § 1127.44 

(b) , excluding receipts of bulk fluid 
cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class III 
price by the hundredweight of skim milk 
and butterfat subtracted from Class I 
pursuant to § 1127.44(a) (7) (v) and (vi) 
and the corresponding step of § 1127.44 
(b); 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregulated 
supply plants from which an equivalent 
volume was received by the pounds of 
skim milk and butterfat subtracted from 
Class I pursuant to 5 1127.44(a) (11) and 
the corresponding step of 3 1127.44(b), 
excluding such skim milk and butterfat 
in receipts of bulk fluid milk products 
from an unregulated supply plant to the 
extent that an equivalent amount of 
skim milk or butterfat disposed of to 
such plant by handlers fully regulated 
under any Federal milk order is classi¬ 
fied and priced as Class I milk and is not 
used as an offset for any other payment 
obligation under any order; and 

(g) For the first month that this para¬ 
graph is effective, subtract the amount 
obtained from multiplying the difference 
between the Class I price applicable at 


the location of the pool plant and the 
Class H price, both for the preceding 
month, by the hundredweight of skim 
milk and butterfat in any fluid milk prod¬ 
uct or product specified in 3 1127.40(b) 
that was in the plant’s inventory at the 
end of the preceding month and classified 
as Class I milk. 

§ 1127.61 Compulation of uniform 
price. 

For each month the market adminis¬ 
trator shall compute the uniform price 
per hundredweight for milk of 3.5 per¬ 
cent butterfat content as follows; 

(a) Combine into one total the values 
computed pursuant to 3 1127.60 for all 
handlers who have made the reports 
prescribed by 3 1127.30 for the month 
and who have made the payment re¬ 
quired pursuant to 3 1127.71 for the pre¬ 
ceding month; 

(b) Add an amount equal to the total 
value of the location adjustments com¬ 
puted pursuant to 3 1127.75; 

(c) Add an amount equal to not less 
than one-half of the unobligated bal¬ 
ance in the producer-settlement fund; 

(d) Divide the resulting amount by 
the sum of the following for all handlers 
included in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1127.60(f); and 

(e) Subtract not less than 4 cents 
nor more than 5 cents per hundred¬ 
weight. The result shall be the “uni¬ 
form price” for milk received from pro¬ 
ducers. 

§ 1127.62 Announcement of itniforttt 
price and butlcrfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fiftli day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of each 
month the uniform price for such month. 

Payments for Milk 
§ 1127.70 Produccr-Hcttlcmcnt fund. 

Tlie market administrator shall estab¬ 
lish a separate fund known as the “pro¬ 
ducer-settlement fund” into which he 
shall deposit all payments made by han¬ 
dlers pursuant to §§ 1127.71. 1127.76, and 
1127.77 and from which he shall make 
all payments pursuant to §5 1127.72 and 
1127.77. 

§1127.71 Payment* lo the producer- 
settlement fund. 

<a) On or before the 13th day after 
the end of the month, each handler shall 
pay to the market administrator the 
amount. If any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the 
handler for such month as determined 
pursuant to 3 1127.60. 
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(2> The sum of: 

(i) The value at the uniform price, as 
adjusted pursuant to § 1127.75, of such 
handler’s receipts of producer milk; and 

(ii> The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to § 1127.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to Class I 
at such plant. If there is such route 
disposition from such plant in marketing 
areas regulated by two or more market¬ 
wide pool orders, the reconstituted skim 
milk allocated to Class I shall be prorated 
to each order according to such route 
disposition in each marketing area; and 

(2) Compute the value of the recon¬ 
stituted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route dis¬ 
position in this marketing area by multi¬ 
plying the quantity of such skim milk 
by the difference between the Class I 
price under this part that is applicable at 
the location of the other order plant (but 
not to be less than the Class III price) 
and the Class III price. 

§ 1 127.72 Payments from the producer- 
settlement fund. 

On or before the 14th day after the 
end of each month the market adminis¬ 
trator shall pay to each handler, includ¬ 
ing a cooperative association which is a 
handler, the amount, if any, by which 
the amount computed pursuant to 
§ 1127.71(a) (2) exceeds the amount 
computed pursuant to § 1127.71(a) (1). 

§ I 127.73 Payments to producers and to 
cooperative association*. 

(a) Each handler shall pay to a co¬ 
operative association on or before the 
13th day of the month, for milk received 
from it during the preceding month for 
which such association is a handler de¬ 
scribed in § 1127.9(c), the value of such 
milk at not less than the class prices as 
adjusted by the butterfat differential 
specified in § 1127.74, that are applicable 
at the location of the receiving handler’s 
pool plant: Provided, however. That for 
each hundredweight of milk so received 
during the first 15 days of any month, 
such handler shall, upon written request 
of the cooperative association make a 
partial payment to such association by 
the 26th day of the month at not less 
than the Class in price of the preceding 
month, in which case the obligation of 
the handler otherwise payable on or be¬ 
fore the 13th day of the following month 
shall be reduced by the amount of such 
partial payment. 

(b) Except as provided in subpara¬ 
graph (3) of this paragraph each han¬ 
dler shall make payment to each pro¬ 
ducer for milk received from such pro¬ 
ducer as follows: 
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(1) On or before the last day of each 
month, for milk received during the first 
15 days of such month at not less than 
the price per hundredweight for Class in 
milk for the preceding month. 

(2) On or before the 15th day after 
the end of the month during which the 
milk was received at not less than the 
uniform price per hundredweight com¬ 
puted for such month pursuant to 
§ 1127.61 subject to the following adjust¬ 
ments: (i) The butterfat differential 
pursuant to § 1127.74, (ii) the location 
adjustment pursuant to § 1127.75, (iii) 
the payment made pursuant to subpara¬ 
graph (1) of this paragraph, (iv) deduc¬ 
tions for marketing services pursuant to 
§ 1127.86, and (v) proper deductions au¬ 
thorized by such producer: Provided , 
That if by such date such handler has 
not received full payment pursuant to 
§ 1127.72 he may reduce his total pay¬ 
ment to all producers pro rata by not 
more than the amount of reduction in 
payments from the market administra¬ 
tor; he shall, however, complete such 
payments pursuant to this subparagraph 
not later than the date for making such 
payments next following receipt of the 
balance due from the market adminis¬ 
trator. 

(3) (i) Upon receipt of a written re¬ 
quest from a cooperative association 
which the market administrator deter¬ 
mines is authorized by its members to 
collect payment for their milk and re¬ 
ceipt of a written promise to reimburse 
the handler the amount of any actual 
loss incurred by him because of any 
improper claim on the part of the co¬ 
operative association, each handler shall 
on or before the 20th day of each month 
furnish the cooperative association in¬ 
formation showing the daily and total 
pounds of milk received from each of the 
association’s member producers for the 
first 15 days of such month and, on or 
before the 10th day after the end of 
each month, such information for the 
16th through the end of such month, 
and shall pay to such association on or 
before the 26th and 13th day of each 
month, in lieu of payments pursuant to 
subparagraphs (1) and (2) respectively, 
of this paragraph an amount equal to 
the sum of the individual payments 
otherwise payable to such producers. 
The foregoing payment shall be made 
with respect to milk of each producer 
whom the cooperative association certi¬ 
fies is a member effective on and after 
the first day next following receipt of 
such certification through the last day 
of the month next preceding receipt 
of notice from the cooperative associa¬ 
tion of a termination of membership or 
until the original request is rescinded 
in writing by the cooperative association. 

(ii) A copy of each such request, 
promise to reimburse and certified list 
of members shall be filed simultaneously 
with the market administrator by the 
cooperative association and shall be sub¬ 
ject to verification at his discretion, 
through audit of the records of the co¬ 
operative association pertaining thereto. 
Exceptions, if any, to the accuracy of 
such certification by a producer claimed 
to be a member, or by a handler, shall be 


made by written notice to the market 
administrator and shall be subject to his 
determination. 

(4) In making the payments to pro¬ 
ducers pursuant to subparagraphs (2) 
and (3) of this paragraph, each handler 
shall furnish each producer or coopera¬ 
tive association from whom he has re¬ 
ceived milk with a supporting statement 
which shall show: 

(i) The month for which payment is 
made and the identity of the handler and 
of the producer; 

(ii) The total pounds and average 
butterfat test of milk received from such 
producer; 

(iii) The minimum rate or rates at 
which payment to such producer is 
required; 

(iv) The rate which is used in making 
the payment, if such rate is other than 
the applicable minimum rate; 

(v) The amount or rate per hundred¬ 
weight of each deduction claimed by the 
handler; together with a description of 
the respective deductions; and 

(vi) The net amount of payment to 
such producer. 

§ 1127.71 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a 
butterfat differential, rounded to the 
nearest one-tenth cent, which shall be 
0.115 times the simple average of the 
wholesale selling prices (using the mid¬ 
point of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the 
Department for the month. 

§1127.73 Plant location adjustments 
for producers and on nonpool milk. 

(a) In making payments to producers 
pursuant to § 1127.73 for that milk which 
is received from producers at a pool 
plant located more than 50 miles from 
the city hall in San Antonio. Tex., by 
the shortest hard-surfaced highway 
distance as determined by the market 
administrator, the handler may deduct 
an amount equal to not more than 1.5 
cents per hundredweight for each 10 
miles or fraction thereof that such plant 
is distant from the city hall in San An¬ 
tonio, Tex. 

(b) For the purposes of computations 
pursuant to §§ 1127.71 and 1127.72 the 
uniform price shall be adjusted at the 
rates set forth in § 1127.52 applicable 
at the location of the nonpool plant from 
which the milk was received (but not 
to be less than the Class HI price). 

§ 1127.76 Payment* by handler oper¬ 
ating a partially regulated distribu¬ 
ting plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to paragraph 
(a) of this section. If the handler sub¬ 
mits pursuant to §§ 1127.30(b) and 
1127.31(b) the information necessary for 
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making the computations, such handler 
may elect to pay in lieu of such payment 
the amount computed pursuant to para¬ 
graph (b) of this section: 

(a) The payment under this para¬ 
graph shall be the amount restating from 
the following computations: 

(1) Determine the pounds of route 
disposition in the marketing area from 
the partially regulated distributing 
plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of an¬ 
other Federal milk order; and 

(U) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (but not to 
be less than the Class m price): and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class III price) and the Class III 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the value that would 
have been computed pursuant to 
5 1127.60 for the partially regulated dis¬ 
tributing plant if the plant had been a 
pool plant, subject to the following modi¬ 
fications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in which 
such products were classified at the fully 
regulated plant; 

(li) Fluid milk products and bulk 
fluid cream products transferred from 
the partially regulated distributing plant 
to a pool plant or an other order plant 
shall be classified at the partially regu¬ 
lated distributing plant in the class to 
which allocated at the fully regulated 
plant. Such transfers shall be allocated 
to the extent possible to those receipts at 
the partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of this 
subparagraph. Any such transfers re¬ 
maining after the above allocation 
which are classified in Class I and for 
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which a value is computed for the han¬ 
dler operating the partially regulated dis¬ 
tributing plant pursuant to § 1127.60 
shall be priced at the uniform price (or 
at the weighted average price if such is 
provided) of the respective order regu¬ 
lating the handling of milk at the trans¬ 
feree plant, with such uniform price ad¬ 
justed to the location of the nonpool 
plant (but not to be less than the lowest 
class price of the respective order), ex¬ 
cept that transfers of reconstituted skim 
milk in filled milk shall be priced at the 
lowest class price of the respective 
order; and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant 
to § 1127.60 for such handler shall in¬ 
clude, in lieu of the value of other source 
milk specified in § 1127.60(f) less the 
value of such other source milk specified 
in § 1127.71(a) (2) (ii), a value of milk 
determined pursuant to 5 1127.60 for 
each nonpool plant that is not an other 
order plant which serves as a supply 
plant for such partially regulated dis¬ 
tributing plant my making shipments to 
the partially regulated distributing plant 
during the month equivalent to the re¬ 
quirements of § 1127.7(b) subject to the 
following conditions: 

(a) The operator of the partially reg¬ 
ulated distributing plant submits with 
his reports filed pursuant to 55 1127.30 

(b) and 1127.31(b) similar reports for 
each such nonpool supply plant: 

(b) The operator of such nonpool 
supply plant maintains books and 
records showing the utilization of all 
skim milk and butterfat received at such 
plant which are made available if re¬ 
quested by the market administrator for 
verification purposes; and 

(c) The value of milk determined 
pursuant to § 1127.60 for such nonpool 
supply plant shall be determined in the 
same manner prescribed for computing 
the obligation of such partially regu¬ 
lated distributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the opera¬ 
tor of such partially regulated distribut¬ 
ing plant for milk received at the plant 
during the month that would have been 
producer milk if the plant had been fully 
regulated; 

(ii) If subparagraph (l)(iii) of this 
paragraph applies, the gross payments 
by the operator of such nonpool supply 
plant for milk received at the plant dur¬ 
ing the month that would have been 
producer milk if the plant had been fully 
regulated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of an¬ 
other order under which such plant is 
also a partially regulated distributing 
plant and like payments by the operator 
of the nonpool supply plant if subpara¬ 
graph (1) (iii) of this paragraph applies. 

§ 1127.77 Adjuatmeul of accounts. 

Whenever audit by the market admin¬ 
istrator of any handler’s books, reports, 
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records, or accounts discloses errors re¬ 
sulting in money due: 

(a) The market administrator from 
such handler; 

(b) Such handler from the market 
administrator; or 

(c) Any producer or cooperative asso¬ 
ciation from such handler, the market 
administrator shall promptly notify such 
handler of any amount so due and pay¬ 
ment thereof shall be made on or before 
the next date for making payment set 
forth in the provisions under which such 
error occurred. 

Administrative Assessment and 
Marketing Service Deduction 

§ 1127.85 A*nc?»8im'nt for order admin¬ 
istration. 

As his pro rata share of the expense 
of administration of the order, each 
handler shall pay to the market admin¬ 
istrator on or before the 15th day after 
the end of the month 4 cents per hun¬ 
dredweight or such lesser amount as 
the Secretary may prescribe, with respect 
to: 

(a) Skim milk and butterfat received 
from producers (including such han¬ 
dler’s own production); 

(b) Other source milk allocated to 
Class I pursuant to § 1127.44(a) (7) and 
(11) and the corresponding steps of 
§ 1127.44(b), except other source milk 
that is excluded from the computations 
pursuant to § 1127.60 (d) and (f); and 

(c) Route disposition from a partially 
regulated distributing plant in the mar¬ 
keting area that exceeds the skim milk 
and butterfat subtracted pursuant to 
§ 1127.76(a)(2). 

§ 1127.86 Deduction for marketing 
service#. 

(a) Except as set forth in paragraph 
(b) of this section each handler, in mak¬ 
ing payments to producers (other than 
himself) shall make a deduction of 6 
cents per hundredweight of milk or such 
lesser deduction as the Secretary from 
time to time may prescribe. Such deduc¬ 
tions shall be paid by the handler to the 
market administrator on or before the 
15th day after the end of the month. 
Such moneys shall be expended by the 
market administrator for verification of 
weights and tests of milk received from 
such producers and in proriding mar¬ 
ket information to such producers. 

(b) In the case of each producer who 
is a member of, or who has given written 
authorization for the rendering of mar¬ 
keting services and the taking of a de¬ 
duction therefor to a cooperative asso¬ 
ciation, which the Secretary has deter¬ 
mined is performing the services de¬ 
scribed in paragraph (a) of this section, 
such handler, in lieu of the deduction 
specified under paragraph (a) of this 
section, shall deduct from the payments 
to such producer the amount per hun¬ 
dredweight specified by such association 
which is not in excess of the rate au¬ 
thorized by such producer and shall pay 
such deduction to the cooperative asso¬ 
ciation entitled to receive it on or before 
the 15th day after the end of the month 
during which such milk w f as received. 
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General Provisions 
§1128.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 

Definitions 

§ 1128.2 Central West Texas marketing 
area. 

“Central West Texas marketing area,” 
hereafter called the “marketing area/’ 
means all territory within the boundaries 
of the Abilene Air Force Base and within 
the corporate limits of the following 
cities and towns, all in the State of 
Texas: 


Abilene. 

Albany. 

Anson. 

Aspermont. 

Ballinger. 

Big Spring. 

Breckenridge. 

Brown wood. 

Cisco. 

Coleman. 

Colorado City. 

Comanche. 

Eastland. 

Hamlin. 

Haskell. 

Knox City. 


Lamesa. 

Merkel. 

Midland. 

Mineral Wells. 

Munday. 

Odessa. 

Ranger. 

Rochester. 

Rotan. 

Rule. 

San Angelo. 

Snyder. 

Stamford. 

Sweetwater. 

Tye. 

Winters. 


§1128.3 Houle disposition. 

“Route disposition” means any delivery 
(including any delivery by a vendor or 
at a plant store) of a fluid milk product 
classified as Class I milk other than in 
bulk to a milk or filled milk processing 
plant. 

§ 1128.4 [Reserved] 

§ 1128.3 [Reserved] 

§ 1128.6 [Reserved] 

§ 1128.7 Pool plant. 

Except as provided in paragraph (c) 
of this section, “pool plant” means a 
plant specified In paragraph (a) or (b) of 
this section. 

(a) A milk plant approved by and 
under the routine inspection of the 
health authority of any municipality in 
the marketing area: 

(1) From which there is route disposi¬ 
tion of Grade A fluid milk products, other 
than filled milk, in consumer packages in 
the marketing area; or 

(2) At which milk is received from 
producers as defined in § 1128.12(a) and 
which serves as a receiving station at 
which producer milk is received, 
weighed, and commingled and from 
which milk or skim milk (1) is moved 
during the month to a pool plant(s) 
specified in subparagraph (1) of this 
paragraph or paragraph (b) of this sec¬ 
tion, or (ii) was moved to any such 
plant (s) in an amount equal to 60 per¬ 
cent or more of the total receipts of 
producer milk during the months of 
October through January immediately 
preceding any month of April, May, or 
June during which no milk was moved to 
such plant (s). 

(b) A milk plant approved by and 
under the routine inspection of a health 


authority other than that of a munici¬ 
pality in the marketing area from which 
there is route disposition of Grade A 
fluid milk products, other than filled 
milk, in consumer packages in the mar¬ 
keting area in an amount equal to 10 
percent or more of the total disposition 
of Class I milk, except filled milk, from 
such plant during the month. 

(c) The term “pool plant” shall not 
apply to the following plants: 

(1) A producer-handler plant; 

(2) A plant meeting the requirements 
of paragraph (a)(1) or (b) of this sec¬ 
tion which also meets the pooling re¬ 
quirements of another Federal order and 
from which, the Secretary determines, 
there is a greater quantity of route dis¬ 
position, except filled milk, during the 
month in such other Federal order mar¬ 
keting area than in this marketing area, 
except that if such plant was subject to 
all the provisions of this part in the 
immediately preceding month, it shall 
continue to be subject to all the provi¬ 
sions of this part until the third con¬ 
secutive month in which there is a 
greater proportion of route disposition in 
such other marketing area unless not¬ 
withstanding the provisions of this sub- 
paragraph it is regulated under such 
other order; 

(3) A plant meeting the requirements 
of paragraph (a)(1) or (b) of this section 
which also meets the pooling require¬ 
ments of another Federal order on the 
basis of route disposition in such other 
marketing area and from which, the Sec¬ 
retary determines, there is a greater 
quantity of route disposition, except filled 
milk, during the month in this marketing 
area than in such other marketing area 
but which plant is fully regulated under 
such other Federal order; and 

(4) A plant meeting the requirements 
of paragraph (a) (2) of this section which 

(i) meets the pooling requirements of 
another Federal order and from which 
greater qualifying shipments are made 
during the month to plants regulated 
under such other order than are made 
to plants regulated under this part or 

(ii) retains automatic pooling status for 
the month under another Federal order 
by virtue of its performance in previous 
months. 

§ 1128.8 Nonpool plant. 

“Nonpool plant” means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant” means a plant 
that is fully subject to the pricing and 
pooling provisions of another order is¬ 
sued pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) issued pursuant to the Act. 

(c) “Partially regulated distributing 
plant” means a nonpool plant that is 
neither an other order plant nor a pro¬ 
ducer-handler plant, from which there 
is route disposition in consumer-type 
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packages or dispenser units in the mar¬ 
keting area during the month. 

(d) “Unregulated supply plant” means 
a nonpool plant from which fluid milk 
products are moved to a pool plant dur¬ 
ing the month but which is neither an 
other order plant nor a producer-handler 
plant. 

§1128.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of a pool plant; 

(b) Any cooperative association with 
respect to the milk of any producer which 
it causes to be diverted pursuant to 
5 1128.12 for the account of such co¬ 
operative association: 

(c) Any cooperative association with 
respect to the milk of producers which it 
causes to be delivered directly from the 
farm for its own account, in tank 
truck (s) owned or operated by such as¬ 
sociation, to the pool plant of another 
handler described in § 1128.7 (a)(1) or 

(b): Provided , That such milk shall be 
deemed to have been received by the co¬ 
operative association at a pool plant at 
the location of the plant to which it is 
delivered; or 

(d) Any person in his capacity as the 
operator of a nonpool plant from which 
there is route disposition during the 
month in the marketing area. 

§1128.10 Producer-handler. 

“Producer-handler” means any per¬ 
son: 

(a) Who operates a dairy farm and a 
milk plant approved by and under the 
routine inspection of the appropriate 
health authority from which there is 
route disposition of Grade A fluid milk 
products in consumer-type packages in 
the marketing area; and 

(b) Whose disposition of fluid milk 
products does not exceed his own farm 
production and receipts of fluid milk 
products from pool plants. 

§ 1128.11 [Reserved] 

§ 1128.12 Producer. 

(a) Except as provided in paragraph 

(b) of this section, “producer” means any 
person described in subparagraph (1) or 

(2) of this paragraph whose milk is re¬ 
ceived by a handler described in § 1128.9 

(c) or whose milk is regularly received at 
a pool plant but is caused to be diverted 
by a handler to a nonpool plant that is 
not a producer-handler plant, and milk 
so diverted shall be deemed to have been 
received by the handler at the location of 
the pool plant at which it was received 
immediately prior to its being so 
diverted: 

(1) Who produces milk under a dairy 
farm permit or rating for the production 
of milk to be disposed of for consump¬ 
tion as Grade A milk issued by the health 
authority of any municipality in the 
marketing area, which milk is received 
at a pool plant described in § 1128.7(a); 
or 

(2) Who produces milk under a dairy 
farm permit or rating for the production 
of milk to be disposed of for consumption 
as Grade A milk issued by a health au¬ 
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thority whose certification is accepted by 
the appropriate health authority of a 
municipality in the marketing area, 
which milk is received at a pool plant 
described in § 1128.7(b). 

(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which Ls diverted to a 
pool plant from an other order plant if 
the other order designates such person as 
a producer under that order and such 
milk is allocated pursuant to § 1128.44 to 
Class II or Class HI utilization; and 

(3) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if the 
other order designates such person as a 
producer under that order with respect 
to such milk. 

§1128.13 Producer milk. 

“Producer milk” means only that skim 
milk or butterfat contained in: 

(a> Milk received at a pool plant di¬ 
rectly from producers; 

(b) Milk of producers that is diverted 
pursuant to § 1128.12; or 

(c) Milk received by a handler de¬ 
scribed in §1128.9(c). 

§ 1128.14 Ollier source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products 
and bulk fluid cream products from any 
source other than producers, handlers 
described in § 1128.9(c), pool plants, or 
inventory at the beginning of the month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1128.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
§ 1128.40(b) (1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1128.40(b) <D) for 
which the handler fails to establish a 
disposition. 

§ 1128.15 Fluid milk product. 

(a) Except as provided in paragraph 
(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 

( 1 ) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, 
cultured, modified with added nonfat 
milk solids, concentrated (if in a 
consumer-type package), or reconsti¬ 
tuted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1128.40 (b) or (c)(1) (i) through 
(viii) if it contains by weight at least 
80 percent water and 6.5 percent non¬ 
fat milk solids and less than 9 percent 
butterfat and 20 percent total solids. 
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(b) The term “fluid milk product'' 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of the 
quantity of skim milk in an equal volume 
of an unmodified product of the same 
nature and butterfat content. 

§1128.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

§ 1128.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat (or 
oil). 

§ 1128.18 Cooperative association. 

“Cooperative association” means any 
cooperative marketing association of 
producers which the Secretary deter¬ 
mines, after application by the associa¬ 
tion: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of February 
18. 1922, as amended, known as the 
“Capper-Volstead Act”; and 

(b) To have full authority in the sale 
of milk of its members and to be engaged 
in making collective sales or marketing 
milk or its products for its members. 

Handler Reports 

§ 1128.30 Report* of receipt* and utili¬ 
zation. 

On or before the seventh day after the 
end of each month, each handler shall 
report for such month to the market 
administrator, in the detail and on the 
forms prescribed by the market admin¬ 
istrator, as follows: 

(a) Each handler, with respect to each 
of his pool plants, shall report the quan¬ 
tities of skim milk and butterfat con¬ 
tained in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 

(2) Receipts of milk from handlers de¬ 
scribed in § 1128.9(c); 

(3) Receipts of fluid milk products 
and fluid cream products from other pool 
plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1128.40(b) 
(1); and 
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(6) The utilization or disposition of all 
milk, filled milk, and milk products re¬ 
quired to be reported pursuant to this 
paragraph. 

(b> Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 
Receipts of milk that would have been 
producer milk if the plant had been fully 
regulated shall be reported in lieu of 
producer milk. Such report shall show 
also the quantity of any reconstituted 
skim milk in route disposition in the 
marketing area. 

(c) Each handler described in § 1128.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of all 
such receipts. 

(d) Each handler not specified in par¬ 
agraphs (a) through (c) of this section 
shall report with respect to his receipts 
and utilization of milk, filled milk, and 
milk products in such manner as the 
market administrator may prescribe. 

§1128.31 Payroll reports 

(a) On or before the 20th day after 
the end of each month, each handler 
described in §1128.9 (a), (b), and (c) 
shall report to the market administrator 
his producer payroll for such month, in 
the detail prescribed by the market ad¬ 
ministrator. showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

(b) Each handler operating a partially 
regulated distributing plant who elects 
to make payment pursuant to § 1128.76 
(b) shall report for each dairy farmer 
who would have been a producer if the 
plant had been fully regulated in the 
same manner as prescribed for reports 
required by paragraph (a) of this section. 

(c) The market administrator shall 
furnish to a cooperative association upon 
request the data with respect to milk 
of its members furnished pursuant to 
paragraph (a) of this section. 

§ 1128.32 Other reports. 

(a) Each handler who causes milk to 
be diverted to a nonpool plant shall, 
prior to such diversion, report to the 
market administrator and to the coopera¬ 
tive association of which such producer 
is a member, his intention to divert such 
milk, the proposed date or dates of such 
diversion, and the plant to which such 
milk is to be diverted. 

(b) In addition to the reports required 
pursuant §§ 1128.30 and 1128.31 and 
paragraph (a) of this section, each han¬ 
dler shall report such other information 
as the market administrator deems 
necessary to verify or establish such han¬ 
dler’s obligation under the order. 


Classification of Milk 
§ 1128.10 Classes of utilization. 

Except as provided in § 1128.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1128.30 shall be classified as follows: 

(a) Class I milk. Except as provided 
in paragraph (c) of this section. Class 
I milk shall be all skim milk and butter¬ 
fat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class H or Class m milk. 

(b) Class II milk . Except as provided 
in paragraph (c) of this section. Class 
n milk shall be all skim milk and 
butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that Is modified by the addition 
of nonfat milk solids shall be Class II 
milk in an amount equal only to the 
weight of an equal volume of an unmodi¬ 
fied product of the same nature and 
butterfat content; 

(2) In packaged inventory at the end 
of the month of the products specified 
in subparagraph (1) of this paragraph; 
and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class HI milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(i) Cheese (other than cottage cheese. 
low r fat cottage cheese, and dry curd cot¬ 
tage cheese); 

<ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes ; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph (b) 
(1) of this section ; and 
(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of 
this section; 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of to 
any commercial food processing estab¬ 
lishment (other than a milk or filled 
milk plant) at which food products 
(other than milk products and filled 


milk) are processed and from w T hich 
there is no disposition of fluid milk prod¬ 
ucts or fluid cream products other than 
those received in consumer-type pack¬ 
ages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 
packaged form and products specified in 
paragraph (b)(1) of this section in bulk 
form; 

(4 > In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a han¬ 
dler for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion: 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b)(1) of tills section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class II milk, as the case 
may be: and 

(7) In shrinkage assigned pursuant to 
§ 1128.41(a) to the receipts specified in 
§ 1128.41(a)(2) and in shrinkage speci¬ 
fied in § 1128.41 (b) and (c). 

§ 1128.41 Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1128.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat, re¬ 
spectively, at each pool plant to the re¬ 
spective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of tills sec¬ 
tion on which shrinkage is allowed pur¬ 
suant to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of this 
section which w T as received in the form 
of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pur¬ 
suant to paragraph (a) of this section 
to the receipts specified in subparagraph 
(1) of such paragraph that is not in ex¬ 
cess of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant op¬ 
erator to another plant); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1128.9(c), except that if the operator 
of the plant to which the milk is de¬ 
livered purchases the milk on the basis 
of weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under Ihis sub- 
paragraph shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
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that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butterfat 
tests determined from farm bulk tank 
samples, the applicable percentage under 
this subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class II or Class III classi¬ 
fication is requested by the operators of 
both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class II or Class III classification 
is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 

(1), (2), (4), (5), and (6) of this para- 
graph; and 

(c) The quantity of skim milk and 
butterfat, respectively, in shrinkage of 
milk from producers for which a cooper¬ 
ative association is the handler pursuant 
to § 1128.9 (b) or (c), but not in excess of 
0.5 percent of the skim milk and butter¬ 
fat, respectively, in such milk. If the 
operator of the plant to which the milk 
is delivered purchases such milk on the 
basis of weights determined by farm bulk 
tank calibration and butterfat tests de¬ 
termined from farm bulk tank samples, 
the applicable percentage under this 
paragraph for the cooperative associa¬ 
tion shall be zero. 

§ 1128.42 . Clarification of transfers and 
diversions* 

<a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant or by a handler de¬ 
scribed in § 1128.9(c) to another han¬ 
dler’s pool plant shall be classified as 
Class I milk unless both handlers request 
the same classification in another class. 
In either case, the classification of such 
transfers shall be subject to the follow¬ 
ing conditions: 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re¬ 
spectively, remaining in such class at the 
transferee-plant after the computations 
pursuant to § 1128.44(a) (12) and the 
corresponding step of § 1128.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1128.44(a) (7) 
or the corresponding step of § 1128.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 


(3) If the transferor-handler received 
during the month other source milk to 
be allocated pursuant to § 1128.44(a) 
(11) or (12) or the corresponding steps 
of § 1128.44(b) t the skim milk or butter¬ 
fat so transferred up to the total of the 
skim milk and butterfat, respectively, in 
such receipts of other source milk, shall 
not be classified as Class I milk to a 
greater extent than would be the case if 
the other source milk had been received 
at the transferee-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
apply only to the skim milk or butterfat 
that Is in excess of any receipts at the 
pool plant from the other order plant of 
skim milk and butterfat, respectively, in 
fluid milk products and bulk fluid cream 
products, respectively, that are in the 
same category as described in subpara¬ 
graph (1), (2), or (3) of this para¬ 
graph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this para¬ 
graph) ; 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class II or Class III milk to the extent 
of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 

(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of establish¬ 
ing classification under this paragraph, 
classification shall be as Class I, subject 
to adjustment w r hen such information is 
available; 

(5) For purposes of this paragraph, if 
the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class consisting 
primarily of fluid milk products shall be 
classified as Class I milk, and skim milk 
or butterfat allocated to the other classes 
shall be classified as Class III milk; and 

(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a 
fluid milk product under such other 
order, classification under this paragraph 
shall be in accordance with the provi¬ 
sions of § 1128.40. 

(c) Transfers to producer-handlers . 
Skim milk or butterfat transferred in the 
following forms from a pool plant to a 
producer-handler under this or any other 
Federal order shall be classified: 


(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market administra¬ 
tor, if transferred in the form of a bulk 
fluid cream product. For this purpose, the 
producer-handler’s utilization of skim 
milk and butterfat in each class, in series 
beginning with Class HI, shall be as¬ 
signed to the extent possible to his re¬ 
ceipts of skim milk and butterfat, re¬ 
spectively, in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant or 
a producer-handler plant shall be 
classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply: 

(i) If the conditions described in sub¬ 
divisions (a) and (b) of this subdivision 
are met, transfers or diversions in bulk 
form shall be classified on the basis of 
the assignment of the nonpool plant’s 
utilization to its receipts as set forth in 
subdivisions (ii) through (viii) of this 
subparagraph: 

(a) The transferor-handler or divert¬ 
or-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to § 1128.30 for the month 
within which such transaction occurred; 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the 
utilization of all skim milk and butter¬ 
fat received at such plant which are 
made available for verification purposes 
if requested by the market administra¬ 
tor; 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of pack¬ 
aged fluid milk products from such non¬ 
pool plant to plants fully regulated 
thereunder shall be assigned to the ex¬ 
tent possible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants; 

(b) Pro rata to any remaining un¬ 
assigned receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant from 
pool plants; and 

(d) Pro rata to any remaining un- 
asslgned receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(iii) Any remaining Class I disposi¬ 
tion of packaged fluid milk products 
from the nonpool plant shall be as¬ 
signed to the extent possible pro rata 
to any remaining unassigned receipts 
of packaged fluid milk products at such 
nonpool plant from pool plants and other 
order plants; 
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(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts 
of fluid milk products from such plant 
and are allocated to Class I at the 
transferee-plant, shall be assigned to 
the extent possible in the following 
sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from 
pool plants; and 

(b) Pro rata to any remaining iin- 
assigned receipts of fluid milk products 
at such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class 
I disposition from the nonpool plant 
shall be assigned to the extent possible 
in the following sequence: 

(a) To such nonpool plant's receipts 
from dairy farmers who the market ad¬ 
ministrator determines constitute reg¬ 
ular sources of Grade A milk for such 
nonpool plant; and 

(b) To such nonpool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of 
Grade A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent pos¬ 
sible first to any remaining Class I utili¬ 
zation, then to Class in utilization, and 
then to Class n utilization at such non¬ 
pool plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, 
to the extent possible first to any re¬ 
maining Class m utilization, then to 
any remaining Class n utilization, and 
then to Class I utilization at such non¬ 
pool plant; and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a plant 
not fully regulated under any Federal 
milk order shall be classified on the basis 
of the second plant’s utilization using the 
same assignment priorities at the second 
plant that are set forth in this subpara¬ 
graph. 

§ 1128.43 General classification rules. 

In determining the classification of 
producer milk pursuant to § 1128.44, the 
following rules shall apply: 

(a) Each month the market adminis¬ 
trator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to § 1128.30 and shall compute 
separately for each pool plant and for 
each cooperative association with re¬ 
spect to milk for which it is the handler 
pursuant to § 1128.9 (b) or (c) the 
pounds of skim milk and butterfat, re¬ 
spectively, in each class in accordance 
with §§ 1128.40, 1128.41, and 1128.42; 

(b) If any of the water contained in 
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the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are to 
be considered under this part as used or 
disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus 
all of the water originally associated with 
such solids; and 

(c) The classification of producer 
milk for which a cooperative association 
is the handler pursuant to § 1128.9 (b) 
or (c) shall be determined separately 
from the operations of any pool plant 
operated by such cooperative association. 

§ 1128.44 Classification of producer 
milk. 

For each month the market admin¬ 
istrator shall determine the classifica¬ 
tion of producer milk of each handler 
described in § 1128.9(a) for each of his 
pool plants separately and of each han¬ 
dler described in § 1128.9 (b) and (c) 
by allocating the handler’s receipts of 
skim milk and butterfat to his utiliza¬ 
tion as follows: 

(а) Skim milk shall be allocated in the 
following manner: 

(1) Subtract from the total pounds of 
skim milk in Class III the pounds of skim 
milk in shrinkage specified in § 1128.41 
(b): 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class III milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

(ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in § 1128.40(b)(1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class II ; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in products specified 
in § 1128.40(b) (1) that were in inventory 
at the beginning of the month in pack¬ 
aged form, but not in excess of the 
pounds of skim milk remaining in Class 
H; 

(б) Subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in other source milk 
(except that received in the form of a 


fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim 
milk that was classified as Class HI milk 
pursuant to § 1128.40(c) (6)), any prod¬ 
uct specified in § 1128.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II ; 

(7) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in each class, in series beginning 
with Class III, the pounds of skim milk 
in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged inventory at the 
beginning of the month of products 
specified in § 1128.40(b) (1) that were not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 

(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order; 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Federal 
milk order providing for individual-han¬ 
dler pooling, to the extent that recon¬ 
stituted skim milk is allocated to Class I 
at the transferor-plant; 

(8) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in Class n and Class III, in se¬ 
quence beginning with Class III: 

(i) The pounds of skim milk in receipts 
of fluid milk products from an unregu¬ 
lated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2> 
and (7) (v) of this paragraph for which 
the handler requests a classification 
other than Class I, but not in excess of 
the pounds of skim milk remaining in 
Class II and Class III combined; 

(ii) The pounds of skim milk in 
receipts of fluid milk products from an 
unregulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2). (7) (v), and (8) (i) of this paragraph 
which are in excess of the pounds of skim 
milk determined pursuant to (a) through 

(c) of this subdivision. Should the pounds 
of skim milk to be subtracted from Class 
II and Class in combined exceed the 
pounds of skim milk remaining in such 
classes, the pounds of skim milk in 
Class n and Class m shall be increased 
(increasing Class m first to the extent 
permitted by the handler’s total Class III 
utilization at his other pool plants) by 
an amount equal to such quantity to be 
subtracted and the pounds of skim milk 
in Class I shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this 
allocation step at other pool plants of 
the handler shall be adjusted to the ex¬ 
tent possible in the reverse direction by 
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a like amount. Such adjustment shall be 
made at the other plants in sequence 
beginning with the plant having the least 
minus location adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class I 
at this allocation step at all pool plants 
of the handler; 

(b) Subtract from the above result 
the sum of the pounds of skim milk in 
receipts at all pool plants of the handler 
of producer milk, milk from a handler 
described in § 1128.9(c), fluid milk prod¬ 
ucts from pool plants of other handlers, 
and bulk fluid milk products from other 
order plants that were not subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the re¬ 
ceipts of skim milk In fluid milk products 
from unregulated supply plants that re¬ 
main at this pool plant is of all such 
receipts remaining at this allocation 
step at all pool plants of the handler; 
and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from 
an other order plant that are in excess 
of bulk fluid milk products transferred 
or diverted to such plant and that were 
not subtracted pursuant to subparagraph 

(7) (vi) of this paragraph, if Class II or 
Class in classification is requested by the 
operator of the other order plant and the 
handler, but not in excess of the pounds 
of skim milk remaining in Class II and 
Class III combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class III, the pounds of 
skim milk in fluid milk products and 
products specified in 5 1128.40(b)(1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk In Class in the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n and 
Class in combined at this allocation step 
at all pool plants of the handler, with the 
quantity prorated to Class n and Class 
m combined being subtracted first from 
Class III and then from Class n, the 
pounds of skim milk in receipts of fluid 
milk products from an unregulated sup¬ 
ply plant that were not subtracted pur¬ 
suant to subparagraphs (2), (7)(v), and 

(8) (i) and (ii) of this paragraph and 
that were not offset by transfers or di¬ 
versions of fluid milk products to the 
•same unregulated supply plant from 
which fluid milk products to be allocated 
at this step were received: 

(i) Should the pounds of skim milk 
to be subtracted from any class pursuant 
to this subparagraph exceed the pounds 
of skim milk remaining in such class, the 
pounds of sldm milk in such class shall 

increased by an amount equal to such 
quantity to be subtracted and the pounds 


of skim milk in the other classes (begin¬ 
ning with the higher-priced class) shall 
be decreased by a like amount. In such 
case, the pounds of skim milk remaining 
in each class at this allocation step at 
other pool plants of the handler shall be 
adjusted to the extent possible in the 
reverse direction by a like amount. Such 
adjustment shall be made at the other 
plants in sequence beginning with the 
plant having the least minus location 
adjustment; 

(12) Subtract in the manner specified 
below from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
milk In receipts of bulk fluid milk prod¬ 
ucts from an other order plant that are 
in excess of bulk fluid milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to 
subparagraphs (7) (vi) and (8) (iii) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I and 
in Class n and Class m combined, with 
the quantity prorated to Class II and 
Class m combined being subtracted first 
from Class III and then from Class II, 
with respect to whichever of the follow¬ 
ing quantities represents the lower pro¬ 
portion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as an¬ 
nounced for the month pursuant to 
g 1128.45(a); or 

(b) The total pounds of skim milk re¬ 
maining in each class at this allocation 
step at all pool plants of the handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk at 
all pool plants of the handler that are to 
be subtracted at this allocation step from 
Class II and Class m combined exceed¬ 
ing the pounds of skim milk remaining 
in Class n and Class in at all such 
plants, the pounds of such excess shall be 
subtracted from the pounds of skim milk 
remaining in Class I after such prora¬ 
tion at the pool plants at which such 
other source milk was received; and 

(iii) Except as provided in subdivision 
(ii) of this subparagraph, should the 
computations pursuant to either subdivi¬ 
sion (i) or (ii) of this subparagraph re¬ 
sult in a quantity of skim milk to be sub¬ 
tracted from any class that exceeds the 
pounds of skim milk remaining in such 
class, the pounds of skim milk in such 
class shall be increased by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in the other 
classes < beginning with the higher-priced 
class) shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this al¬ 
location step at other pool plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a like 
amount. Such adjustment shall be made 
at the other plants in sequence begin¬ 
ning with the plant having the least 
minus location adjustment; 

(13) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products and 


bulk fluid cream products from another 
pool plant or a handler described in 
§ 1128.9(c) according to the classification 
of such products pursuant to § 1128.42 

(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class in. Any 
amount so subtracted shall be known as 
“overage'’; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined for 
skim milk In paragraph (a) of this sec¬ 
tion; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining in 
each class after the computations pur¬ 
suant to paragraph (a) (14) of this sec¬ 
tion and the corresponding step of para¬ 
graph (b) of this section. 

§ 1128.45 Market administrator'* re¬ 
port* and announcement* concerning 
classification. 

The market administrator shall make 
the following reports and announcements 
concerning classification: 

(a) Whenever required for the purpose 
of allocating receipts from other order 
plants pursuant to 5 1128.44(a) (12> and 
the corresponding step of § 1128.44(b). 
estimate and publicly announce the utili¬ 
zation (to the nearest whole percentage) 
in each class during the month of skim 
milk and butterfat, respectively, in pro¬ 
ducer milk of all handlers. Such estimate 
shall be based upon the most current 
available data and shall be final for such 
purpose. 

(b) Report to the market Administra¬ 
tor of the other order, as soon as possible 
after the report of receipts and utiliza¬ 
tion for the month is received from a 
handler who has received fluid milk prod¬ 
ucts or bulk fluid cream products from an 
other order plant, the class to which such 
receipts are allocated pursuant to 
§ 1128.44 on the basis of such report, and, 
thereafter, any change in such alloca¬ 
tion required to correct errors disclosed 
In the verification of such report. 

(c) Furnish to each handler operating 
a pool plant who has shipped fluid milk 
products or bulk fluid cream products to 
an other order plant the class to which 
such shipments were allocated by the 
market administrator of the other order 
on the basis of the report by the receiv¬ 
ing handler, and, as necessary, any 
changes in such allocation arising from 
the verification of such report. 

(d) On or before the 12th day after 
the end of each month, report to each 
cooperative association, which so re¬ 
quests, the amount and class utilization 
of milk received by each handler from 
producers who are members of such co¬ 
operative association. For the purpose 
of this report, the milk so received shall 
be prorated to each class In the propor¬ 
tion that the total receipts of milk from 
producers by such handler were used In 
each class. 
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Class Prices 
§ 1128.50 Class prices. 

Subject to the provisions of § 1128.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 per¬ 
cent butterfat shall be as follows: 

(a) Class I price . The Class I price 
shall be the basic formula price for the 
second preceding month plus $2.57. 

(b) Class 11 price. The Class II price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class in price 
shall be the basic formula price for the 
month. 

§ 1128.51 Basic formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis 
and rounded to the nearest cent. For 
such adjustment, the butterfat differ¬ 
ential (rounded to the nearest one-tenth 
cent) per one-tenth percent butterfat 
shall be 0.12 times the simple average 
of the wholesale selling prices (using the 
midpoint of any price range as one 
price) of Grade A (92-score) bulk butter 
per pound at Chicago, as reported by the 
Department for the month. For the pur¬ 
pose of computing the Class I price, the 
resulting price shall be not less than 
$4.33. 

§ 1128.52 Plant location adjustments 
for handlers. 

For producer milk classified as Class 
I milk or assigned Class I location ad¬ 
justment credit pursuant to paragraph 

(b) of this section, the price set forth 
in § 1128.50(a) shall be subject to the 
following adjustments: 

(a) For milk received from producers 
at a pool plant located (1) east of the 
103d principal meridian, (2) more than 
180 highway miles from the U.S. Post 
Office in Midland. Tex., and also (3) at 
the following highway distances from 
the U.S. Post Office in Abilene, Tex., such 
price shall be reduced as follows: 

Cents 

More than 70 miles but less than 105 

miles--- 2( 1 

105 miles or more- 25 

(b) For purposes of calculating such 
adjustment, transfers between pool 
plants shall be assigned Class I disposi¬ 
tion at the transferee-plant, in excess 
of the sum of receipts at such plant from 
producers and handlers described in 
§ 1128.9(c), and the pounds assigned as 
Class I to receipts from other order plants 
and unregulated supply plants, such as¬ 
signment to be made first to transferor- 
plants at which no location adjustment 
credit is applicable and then in sequence 
beginning with the plant at which the 
least location adjustment would apply. 

(c) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraph (a) of 
this section, except that the adjusted 
Class I price shall not be less than the 
Class HI price. 


§ 1128.53 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth 
day of each month the Class I price for 
the following month and the Class n and 
Class HI prices for the preceding month. 

§1128.51 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for com¬ 
puting class prices or for other purposes 
is not available as prescribed in this part, 
the market administrator shall use a 
price or pricing constituent determined 
by the Secretary to be equivalent to the 
price or pricing constituent that is 
required. 

Uniform Price 

§ 1128.60 Handler’s value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect to 
each of his pool plants and of each han¬ 
dler described in § 1128.9 (b) and (c) as 
follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pur¬ 
suant to § 1128.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1128.44(a) (14) and the corresponding 
step of § 1128.44(b) by the respective 
class prices, as adjusted by the butterfat 
differential specified in § 1128.74, that 
are applicable at the location of the pool 
plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class III price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class 

II price, as the case may be, for the cur¬ 
rent month by the hundredweight of 
skim milk and butterfat subtracted from 
Class I and Class II pursuant to 
§ 1128.44(a) (9) and the corresponding 
step of § 1128.44(b); 

(d) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the pool plant and the Class III price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1128.44(a) (7) (i) through (iv) 
and the corresponding step of § 1128.44 
(b), excluding receipts of bulk fluid 
cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class 

III price by the hundredweight of skim 
milk and butterfat subtracted from 
Class I pursuant to § 1128.44(a) (7) (v) 
and (vi) and the corresponding step of 
§ 1128.44(b); and 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregulated 
supply plants from which an equivalent 
volume was received by the pounds of 


skim milk and butterfat subtracted from 
Class I pursuant to 8 1128.44(a) (11) and 
the corresponding step of § 1128.44(b), 
excluding such skim milk and butterfat 
in receipts of bulk fluid milk products 
from an unregulated supply plant to the 
extent that an equivalent amount of 
skim milk or butterfat disposed of to 
such plant by handlers fully regulated 
under any Federal milk order is classi¬ 
fied and priced as Class I milk and is not 
used as an offset for any other payment 
obligation under any order. 

§ 1128.61 Compulation of uniform 
price. 

For each month the market admin¬ 
istrator shall compute the uniform price 
per hundredweight for all milk of 3.5 
percent butterfat content received at a 
pool plant as follows: 

(a) Combine into one total the values 
computed pursuant to § 1128.60 for all 
handlers w f ho have made the reports 
prescribed in § 1128.30 and who have 
made the payments due pursuant to 
§ 1128.71 for the preceding month; 

(b) Add the aggregate of the values of 
all minus location adjustments pursuant 
to § 1128.75; 

(c) Add not less than one-half of the 
unobligated cash balance on hand in the 
producer-settlement fund; 

(d) Divide the resulting amount by the 
sum of the following for all handlers in¬ 
cluded in such computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1128.60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents. 

§ 1128.62 Announcement of uniform 
price and butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of each 
month the uniform price for such month. 

Payment for Milk 
§ 1128.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund known 
as the "producer-settlement fund,” into 
which he shall deposit all payments 
made by handlers pursuant to §§ 1128.71, 
1128.76, and 1128.77, and from which he 
shall make all payments to handlers pur¬ 
suant to §§ 1128.72 and 1128.77. 

§ 1128.71 Payments to flic producer- 
settlement fund. 

(a) On or before the 13tli day after 
the end of the month, each handler shall 
pay to the market administrator the 
amount, if any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the han¬ 
dler for such month as determined pur¬ 
suant to § 1128.60. 
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(2) The sum of: 

(i) The value at the uniform price, 
as adjusted pursuant to § 1128.75, of 
such handler’s receipts of producer milk; 
and 

(ii) The value at the uniform price ap¬ 
plicable at the location of the plant from 
which received of other source milk for 
which a value is computed pursuant to 
g 1128.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to 
Class I at such plant. If there is such 
route disposition from such plant in 
marketing areas regulated by two or more 
marketwide pool orders, the reconsti¬ 
tuted skim milk allocated to Class I shall 
be prorated to each order according to 
such route disposition in each marketing 
area; and 

(2) Compute the value of the reconsti¬ 
tuted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route 
disposition in this marketing area by 
multiplying the quantity of such skim 
milk by the difference between the Class 
I price under this part that is applicable 
at the location of the other order plant 
(but not to be less than the Class in 
price) and the Class in price. 

§ 1128.72 Payments from llie producer- 
settlenicnt fund. 

On or before the 14th day after the 
end of each month the market admin¬ 
istrator shall pay to each handler, in¬ 
cluding a cooperative association which 
is a handler, the amount, if any, by 
which the amount computed pursuant 
to 5 1128.71(a)(2) exceeds the amount 
computed pursuant to 5 1128.71(a)(1): 
Provided, That if the balance in the pro¬ 
ducer-settlement fund is insufficient to 
make all payments pursuant to this sec¬ 
tion, the market administrator shall 
reduce uniformly such payments and 
shall complete such payments as soon as 
the necessary funds are available. 

§ 1128.73 Payment* to producer* and lo 
cooperative association*. 

Each handler shall make payment as 
follows: 

(a) On or before the 15th day after 
the end of the month during which the 
milk was received, to each producer for 
whom payment is not made pursuant to 
paragraph (c) of this section, at not less 
than the uniform price for such month 
computed pursuant to § 1128.61, as ad¬ 
justed pursuant to 55 1128.74 and 
1128.75, and less the amount of the pay¬ 
ment made pursuant to paragraph (b) 
of this section: Provided, That if by such 
date such handler has not received full 
payment pursuant to § 1128.72, he may 
reduce his total payments to all pro¬ 
ducers uniformly by not less than the 
amount of reduction In payments from 
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the market administrator; he shall, 
however, complete such payments pur¬ 
suant to this paragraph not later than 
the date for making such payments next 
following receipt of the balance from 
the market administrator. 

(b) On or before the 25th day of each 
month, to each producer for whom pay¬ 
ment is not made pursuant to paragraph 
(c) of this section for milk received dur¬ 
ing the first 15 days of such month at 
not less than the Class HI price of the 
preceding month. 

(c) On or before the 13th and 23d 
days of each month, in lieu of payments 
pursuant to paragraphs (a) and (b), 
respectively, of this section, to a coopera¬ 
tive association which so requests, with 
respect to producers for whose milk such 
cooperative association is authorized to 
collect payment, an amount equal to the 
sum of the individual payments other¬ 
wise payable to such producer. Such 
payment shall be accompanied by a 
statement showing for each producer the 
items required to be reported pursuant to 
§ 1128.31. 

§1128.74 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a but¬ 
terfat differential, rounded to the near¬ 
est one-tenth cent, which shall be 0.115 
times the simple average of the wholesale 
selling prices (using the midpoint of any 
price range as one price) of Grade A (92- 
score) bulk butter per pound at Chicago, 
as reported by the Department for the 
month. 

§ 1128.75 Plain location adjustments 
for producers and on nonpool milk. 

(a) In making payments to producers 
pursuant to § 1128.73, the uniform price 
for all milk computed pursuant to 
§ 1128.61 for milk received from pro¬ 
ducers at a pool plant shall be adjusted 
at the rates set forth in 5 1128.52(a), 
applicable at the location of such plant. 

(b) For purposes of computations pur¬ 
suant to 55 1128.71 and 1128.72 the uni¬ 
form price for all milk shall be adjusted 
at the rates set forth in 5 1128.52(a) ap¬ 
plicable at the location of the nonpool 
plant from which the milk was received, 
except that the adjusted uniform price 
shall not be less than the Class III price. 

§ 1123.76 Payment* by handler oper¬ 
ating a partially regulated distribu¬ 
ting plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to paragraph 

(a) of this section. If the handler submits 
pursuant to 55 1128.30(b) and 1128.31(b) 
the information necessary for making 
the computations, such handler may 
elect to pay in lieu of such payment the 
amount computed pursuant to paragraph 

(b) of this section: 
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(a) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the pounds of route 
disposition in the marketing area from 
the partially regulated distributing 
plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of an¬ 
other Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract the pounds of recon¬ 
stituted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (but not to 
be less than the Class in price); and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class III price) and the Class III 
price. 

(b> The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the value that would 
have been computed pursuant to 
§ 1128.60 for the partially regulated dis¬ 
tributing plant if the plant had been a 
pool plant, subject to the following 
modifications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in which 
such products were classified at the fully 
regulated plant; 

(il) Fluid milk products and bulk fluid 
cream products transferred from the 
partially regulated distributing plant to a 
pool plant or an other order plant shall 
be classified at the partially regulated 
distributing plant in the class to which 
allocated at the fully regulated plant. 
Such transfers shall be allocated to the 
extent possible to those receipts at the 
partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of tiffs 
subparagraph. Any such transfers re¬ 
maining after the above allocation which 
are classified in Class I and for which a 
value is computed for the handler oper¬ 
ating the partially regulated distributing 
plant pursuant to 5 1128.60 shall be 
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priced at the uniform price (or at the 
weighted average price if such is pro¬ 
vided) of the respective order regulating 
the handling of milk at the transferee 
plant, with such uniform price adjusted 
to the location of the nonpool plant (but 
not to be less than the lowest class price 
of the respective order), except that 
transfers of reconstituted skim milk in 
filled milk shall be priced at the lowest 
class price of the respective order; and 
(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant to 
§ 1128.60 for such handler shall include, 
in lieu of the value of other source milk 
specified in § 1128.60(f) less the value of 
such other source milk specified in 
§ 1128.71(a) (2) (ii), a value of milk de¬ 
termined pursuant to § 1128.60 for each 
nonpool plant that is not an other order 
plant which serves as a supply plant for 
such partially regulated distributing 
plant by making shipments to the par¬ 
tially regulated distributing plant during 
the month equivalent to the requirements 
of § 1128.7(a) (2) subject to the following 
conditions: 

(a) The operator of the partially regu¬ 
lated distributing plant submits with his 
reports filed pursuant to §§ 1128.30(b) 
and 1128.31(b) similar reports for each 
such nonpool supply plant; 

( b ) The operator of such nonpool sup¬ 
ply plant maintains books and records 
showing the utilization of all skim milk 
and butterfat received at such plant 
which are made available if requested 
by the market administrator for verifica¬ 
tion purposes; and 

(c) The value of milk determined pur¬ 
suant to § 1128.60 for such nonpool 
supply plant shall be determined in the 
same manner prescribed for computing 
the obligation of such partially regulated 
distributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the operator 
of such partially regulated distributing 
plant for milk received at the plant dur¬ 
ing the month that would have been 
producer milk if the plant had been fully 
regulated; 

(ii) If subparagraph (1) (iii) of this 
paragraph applies, the gross payments by 
the operator of such nonpool supply plant 
for milk received at the plant during the 
month that would have been producer 
milk if the plant had been fully regu¬ 
lated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of an¬ 
other order under which such plant is 
also a partially regulated distributing 
plant and like payments by the operator 
of the nonpool supply plant if subpara¬ 
graph (1) (iii) of this paragraph applies. 

§ 1128.77 Adjustment of accounts. 

Whenever audit by the market admin¬ 
istrator of any handler’s reports, books, 
records, or accounts discloses errors re¬ 
sulting in moneys due; 

(a) The market administrator from 
such handler; 


(b) Such handler from the market 
administrator; or 

(c) Any producer or cooperative as¬ 
sociation from such handler, the market 
administrator shall promptly notify such 
handler of any amounts so due and pay¬ 
ment thereof shall be made on or before 
the next date for making payments set 
forth in the provisions under which such 
error occurred. 

Administrative Assessment and Market¬ 
ing Service Deduction 

§ 1128.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense 
of administration of the order, each han¬ 
dler. except a handler described in 
§ 1128.9(c), shall pay to the market ad¬ 
ministrator on or before the 15th day 
after the end of the month 4 cents per 
hundredweight or such lesser amount as 
the Secretary may prescribe, with respect 
to: 

(a) Producer milk (including such 
handler’s own production) and milk re¬ 
ceived from a handler described in 
§ 1128.9(c); 

(b) Other source milk allocated to 
Class I pursuant to § 1128.44(a) (7) and 
(11) and the corresponding steps of 
§ 1128.44(b). except such other source 
milk that is excluded from the computa¬ 
tions pursuant to § 1128.60 (d) and (f); 
and 

(c) Route disposition in the market¬ 
ing area from a partially regulated dis¬ 
tributing plant that exceeds the skim 
milk and butterfat subtracted pursuant 
to § 1128.76(a)(2). 

§1128.86 Deduction for marketing 
services. 

(a) Except as set forth in paragraph 
(b) of this section, each handler, in 
making payments to producers (other 
them himself) pursuant to § 1128.73(a), 
shall deduct 5 cents per hundredweight 
or such amount not exceeding 5 cents 
per hundredweight as may be prescribed 
by the Secretary, and shall pay such 
deductions to the market administrator 
on or before the 15th day after the end 
of each month. Such moneys shall be 
used by the market administrator to 
sample, test, and check the weights of 
milk received and to provide producers 
with market information. 

(b) In the case of producers for whom 
a cooperative asociation is actually per¬ 
forming, as determined by the Secre¬ 
tary, the services set forth in paragraph 
(a) of this section, each handler shall 
make, in lieu of the deduction specified 
in paragraph (a) of this section, such 
deductions from the payments to be 
made to such producers as may be au¬ 
thorized by the membership agreement 
or marketing contract between such co¬ 
operative association and such producers 
and on or before the 15th day after 
the end of each month pay such deduc¬ 
tion to the cooperative association ren¬ 
dering such services, accompanied by a 
statement showing the quantity of milk 
for which such deduction was computed 
for each such producer. 
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Authority: The provisions of this Part 

1129 issued under secs. 1-19, 48 Stat. 31, as 
amended; 7 U.8.C. 601-674. 

General Provisions 
§1129.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 
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Definitions 

§ 1129.2 Austin-Waco marketing area. 

“Austin-Waco Marketing Area,” here¬ 
inafter called the marketing area, means 
all territory, including all municipal cor¬ 
porations and all Federal military reser¬ 
vations, facilities and installations, lo¬ 
cated within or partially within the 
boundaries of Travis, Hays, Lampasas, 
Burnet, Caldwell, Bastrop, Williamson, 
Bell, Falls, McLennan, Coryell, Comal 
and Guadalupe Counties, all in the State 
of Texas. 

§1129.3 Route disposition. 

“Route disposition” means the deliv¬ 
ery (including delivery by a vendor or 
sale at a plant store) of fluid milk prod¬ 
ucts classified as Class I milk other than 
as follows: 

(a) Delivery in bulk to a plant, or 

(b) Delivery in consumer packages 
from a milk processing plant to a dis¬ 
tributing plant in an amount not in ex¬ 
cess of the amount of producer milk 
received by such processing plant during 
the month from the operator of such 
distributing plant and classified as Class 
I milk: Provided , That for the purposes 
of this paragraph milk so transferred to 
such processing plant shall be considered 
to be producer milk to the extent that 
total receipts during the month of pro¬ 
ducer milk by the operator of such dis¬ 
tributing plant exceed his gross Class I 
sales less: (1) Receipts of Class I milk 
from other fluid milk plants; (2) milk 
transferred as Class I milk to such milk 
processing plant; and (3) milk received 
in consumer packages from such milk 
processing plant. 

§ 1129.4 [Reserved] 

§1129.5 Distributing plant. 

“Distributing plant” means any milk 
processing or packaging plant from which 
there is route disposition, except filled 
milk, in the marketing area during the 
month equal to more than an average of 
500 pounds per day or 5 percent, which¬ 
ever is less, of the Grade “A” milk and 
skim milk received from dairy farmers or 
other plants. 

§1129.6 Supply plant. 

“Supply plant” means any plant from 
which fluid milk or fluid skim milk is 
received at a distributing plant: 

(a) For any of the months of Febru¬ 
ary through July, on 4 or more days dur¬ 
ing the month, or in an amount equal 
to a daily average of not less than 3,300 
pounds for such month; and 

(b) For any of the months of August 
through January: 

(1) On 10 or more days during the 
month, or in an amount equal to a daily 
average of not less than 8,300 pounds for 
such month; or 

(2) On 4 or more days during the 
month, or in an amount equal to a 
daily average of not less than 3,300 
pounds for such month, and such plant 
was a supply plant pursuant to paragraph 

(a) of this section during any month of 
the immediately preceding period of 
February through July. 
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§ 1129.7 Fluid milk plant. 

Except as provided in paragraph (c) 
of this section, “fluid milk plant” means 
a plant specified in paragraph (a) or (b) 
of this section. 

(a) A distributing plant or a supply 
plant. 

(b) Any plant approved by the appro¬ 
priate health authority to supply milk 
for distribution as Grade A milk in the 
marketing area if such plant is operated 
by a cooperative association, and 75 per¬ 
cent or more of the milk of the members 
of such association, including receipts 
pursuant to 5 1129.9 (b) and (c), is re¬ 
ceived at the fluid milk plants of other 
handlers. 

(c) The term “fluid milk plant” shall 
not apply to the following plants: 

(1) A producer-handler plant; 

(2) An approved distributing plant 
which also meets the pooling require¬ 
ments of another Federal order and from 
which the Secretary determines there is 
a greater quantity of route disposition, 
except filled milk, during the month in 
such other Federal order marketing area 
than in the Austin-Waco marketing 
area; 

(3) An approved’ distributing plant 
which also meets the pooling require¬ 
ments of another Federal order and from 
which, the Secretary determines, there 
is a greater quantity of route disposition, 
except filled milk, during the month in 
the Austin-Waco marketing area than 
in such other Federal order marketing 
area, but which plant is, nevertheless, 
fully regulated under such other Federal 
order; and 

(4) An approved supply plant which 
(i) meets the pooling requirements of 
another Federal order and from which 
greater qualifying shipments, except 
filled milk, are made during the month 
to plants regulated under such other 
order than are made to plants regulated 
under this part, or (ii) retains auto¬ 
matic pooling status under another Fed¬ 
eral order. 

§ 1129.7a Approved plant. 

“Approved plant” means: (a) A fluid 
milk plant, or (b) any milk plant from 
which there is route disposition in the 
marketing area. 

§1129.8 Nonfluid milk plant. 

“Nonfluid milk plant” means any milk 
or filled milk receiving, manufacturing, 
or processing plant other than a fluid 
milk plant. The following categories of 
nonfluid milk plants are further defined 
as follows: 

(a) “Other order plant” means a plant 
that is fully subject to the pricing and 
pooling provisions of another order issued 
pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) issued pursuant to the Act. 

(c) “Partially regulated distributing 
plant” means a nonfluid milk plant that 
is neither an other order plant nor a pro¬ 
ducer-handler plant, from which there 
is route disposition in consumer-type 
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packages or dispenser units in the mar¬ 
keting area during the month. 

(d) “Unregulated supply plant” means 
a nonfluid milk plant from which fluid 
milk products are moved to a fluid milk 
plant during the month, but which is 
neither an other order plant nor a 
producer-handler plant. 

§ 1129.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of one or more approved plants; 

(b) Any cooperative association with 
respect to the milk of any producer which 
it diverts pursuant to § 1129.12; and 

(c) Any cooperative association with 
respect to the milk of any producer which 
it causes to be delivered directly from 
the farm in bulk tank pickup truck(s) 
owned and/or controlled by such asso¬ 
ciation. to the fluid milk plant of another 
handler. Such milk shall be deemed to 
have been received by the cooperative 
association at the location of the fluid 
milk plant to which it is delivered. 

§ 1129.10 Producer-handler. 

“Producer-handler” means a person 
who operates both a dairy farm(s) and a 
milk processing or bottling plant at 
which milk is received from the dairy 
farm(s) of such person but from no other 
dairy farm: Provided , That such person 
shall furnish to the market administra¬ 
tor for his verification, subject to review 
by the Secretary, evidence that the 
maintenance, care, and management of 
the dairy animals and other resources 
necessary for the production of milk in 
his name are and continue to be the per¬ 
sonal enterprise of and at the personal 
risk of such producer and the processing, 
packaging and distribution of the milk 
are and continue to be the personal en¬ 
terprise of and at the personal risk of 
such producer in his capacity as a 
handler. 

§ 1129.11 [Reserved] 

§1129.12 Producer. 

(a) Except as provided in paragraph 
(b) of this section, “producer” means 
any person who produces milk in compli¬ 
ance with the Grade A inspection re¬ 
quirements of a duly constituted health 
authority, and whose milk is: 

(1) Received at a fluid milk plant; or 

(2) Diverted for his account by the 
operator of a fluid milk plant or co¬ 
operative association from such plant 
to a nonfluid milk plant that is not a 
producer-handler plant during the pe¬ 
riod January through July and on not 
more than one-third of the days of de¬ 
livery during the month for the period 
August through December: Provided , 
That milk so diverted shall be deemed to 
have been received by the diverting han¬ 
dler at the plant from which it was 
diverted. 

(b) “Producer” shall not include: 

(1) A producer-handler as described 
in any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to a 


FEDERAL REGISTER, VOL 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 






19286 


PROPOSED RULE MAKING 


fluid milk plant from an other order 
plant if the other order designates such 
person as a producer under that order 
and such milk is allocated pursuant to 
§ 1129.44 to Class II or Class HI utiliza¬ 
tion: and 

(3) Any person with respect to milk 
produced by him which is diverted from 
a fluid milk plant to an other order plant 
if the other order designates such person 
as a producer under that order with re¬ 
spect to such milk. 

§1129.13 Producer milk. 

“Producer milk” means all skim milk 
and butterfat contained in milk pro¬ 
duced by a producer and received at a 
fluid milk plant directly from producers 
or diverted pursuant to § 1129.12. 

§ 1129.14 Ollier source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or repre¬ 
sented by: 

(a) Receipts of fluid milk products 
and bulk fluid cream products from any 
source other than producers, handlers 
described in § 1129.9(c), fluid milk 
plants, or inventory at the beginning of 
the month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1129.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
§ 1129.40(b) (1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

<d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1129.40(b) (1)) for 
which the handler fails to establish a 
disposition. 

§ 1129.15 Fluid milk product. 

(a) Except as provided in paragraph 

(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or in 
§ 1129.40 (b) or (c)(1) (i) through (viii) 
if it contains by weight at least 80 per¬ 
cent water and 6.5 percent nonfat milk 
solids and less than 9 percent butterfat 
and 20 percent total solids. 

(b) The term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened). evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains 
by weight less than 6.5 percent nonfat 
milk solids, and whey; and 


(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of the 
quantity of skim milk in an equal volume 
of an unmodified product of the same na¬ 
ture and butterfat content. 

§1129.16 Flu id cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

§ 1129.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat (or 
oil). 

§1129.18 Cooperative association. 

“Cooperative association” means any 
cooperative marketing association of 
producers which the Secretary deter¬ 
mines, after application by the associa¬ 
tion: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of Febru¬ 
ary 10, 1922, as amended, known as the 
“Capper-Volstead Act”; and 

(b) To have full authority in the sale 
of milk of its members and to be en¬ 
gaged in making collective sales or mar¬ 
keting milk or its products for its 
members. 

Handler Reports 

§ 1129.30 Reports of receipts and utili¬ 
zation. 

On or before the seventh day after 
the end of each month, each handler 
shall report for such month to the mar¬ 
ket administrator, in the detail and on 
the forms prescribed by the market ad¬ 
ministrator. as follows: 

(a) Each handler, with respect to each 
of his fluid milk plants, shall report the 
quantities of skim milk and butterfat 
contained in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the fluid milk plant to other 
plants; 

(2) Receipts of milk from handlers de¬ 
scribed in § 1129.9(c); 

(3) Receipts of fluid milk products and 
fluid cream products from other fluid 
milk plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1129.40(b) 
(1) ; and 

(6) The utilization or disposition of 
all milk, filled milk, and milk products 
required to be reported pursuant to this 
paragraph. 

(b) Each handler described in § 1129.9 
(b) and (c) shall report: 


(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of 
all such receipts. 

(c) Each handler not specified in par¬ 
agraphs (a) and (b) of this section shall 
report with respect to his receipts and 
utilization of milk, filled milk and milk 
products in such manner as the market 
administrator may prescribe. 

§ 1129.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler de¬ 
scribed in § 1129.9 (a), (b), and (c) shall 
report to the market administrator his 
producer payroll for such month, in the 
detail prescribed by the market admin¬ 
istrator. showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

(b) The market administrator, upon 
request, shall furnish to a cooperative 
association for its members the data re¬ 
ported pursuant to paragraph (a) (1), 
(2>, and (3) of this section. 

§ 1129.32 Ollier reports. 

(a) Each handler, who causes milk U> 
be diverted for his account directly from 
producers’ farms to an unapproved plant, 
shall prior to such diversion, report to 
the market administrator and to the co¬ 
operative association, of which such pro¬ 
ducer is a member, his intention to divert 
such milk, the proposed date or dates of 
such diversion, and the plant to which 
such milk is to be diverted. 

(b) In addition to the reports required 
pursuant to §5 1129.30 and 1129.31 and 
paragraph (a) of this section, each 
handler shall report such other informa¬ 
tion as the market administrator deems 
necessary to verify or establish such 
handler’s obligation under the order. 

Classification of Milk 

§ 1129.40 Clares of utilization. 

Except as provided in 5 1129.42, all skim 
milk and butterfat required to be re¬ 
ported by a handler pursuant to § 1129.30 
shall be classified as follows: 

(a) Class I milk. Except as provided 
in paragraph (c) of this section, Class I 
milk shall be all skim milk and butter¬ 
fat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class II or Class HI milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section. Class H 
milk shall be all skim milk and butter¬ 
fat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
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fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition of 
nonfat milk solids shall be Class II milk 
in an amount equal only to the weight of 
an equal volume of an unmodified prod¬ 
uct of the same nature and butterfat 
content; 

(2) In packaged inventory at the end 
of the month of the products specified in 
subparagraph (1) of this paragraph; and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class III milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(1) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b)(1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of this 
section; 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of to 
any commercial food processing estab¬ 
lishment (other than a milk or filled milk 
plant) at which food products (other 
than milk products and filled milk) are 
processed and from which there is no 
disposition of fluid milk products or fluid 
cream products other than those received 
in consumer-type packages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 
packaged form and products specified 
in paragraph (b) (1) of this section in 
bulk form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a han¬ 
dler for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion; 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b)(1) of this section 
that is in excess of the quantity of skim 
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milk in such product that was included 
within the fluid milk product definition 
or classified as Class n milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1129.41(a) to the receipts specified in 
S 1129.41(a)(2) and in shrinkage speci¬ 
fied in § 1129.41 (b) and (c). 

§ 1129.41 Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1129.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat, 
respectively, at each fluid milk plant to 
the respective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this section 
on which shrinkage is allowed pursuant 
to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of this 
section which was received in the form 
of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pur¬ 
suant to paragraph (a) of this section 
to the receipts specified in subpara¬ 
graph (1) of such paragraph that is not 
in excess of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant and milk re¬ 
ceived from a handler described in 
§ 1129.9(c)); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1129.9(c), except that if the operator of 
the plant to which the milk is delivered 
purchases the milk on the basis of 
weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butterfat 
tests determined from farm bulk tank 
samples, the applicable percentage under 
this subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other fluid milk plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class in classi¬ 
fication is requested by the operators of 
both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class n or Class III classification 
is requested by the handler; and 
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(7) Less 1.5 percent of the skim milk 
and butterfat. respectively, in bulk milk 
transferred to other plants that is not in 
excess of the respective amounts of skim 
milk and butterfat to which percentages 
are applied in subparagraphs (1), (2), 

(4), (5), and (6) of this paragraph; and 

(c) The quantity of skim milk and but¬ 
terfat. respectively, in shrinkage of milk 
from producers for which a cooperative 
association is the handler pursuant to 
§ 1129.9 (b) or (c), but not in excess of 
0.5 percent of the skim milk and butter¬ 
fat, respectively, in such milk. If the 
operator of the plant to which the milk 
is delivered purchases such milk on the 
basis of weights determined by farm bulk 
tank calibration and butterfat tests de¬ 
termined from farm bulk tank samples, 
the applicable percentage under this 
paragraph for the cooperative associa¬ 
tion shall be zero. 

§ 1129.42 CIa»8iflcation of (raibfm and 
diversions. 

(a) Transfers to fluid milk plants . 
Skim milk or butterfat transferred in the 
form of a fluid milk product or a bulk 
fluid cream product from a fluid milk 
plant to another fluid milk plant or by a 
handler described in § 1129.9(c) to an¬ 
other handler’s fluid milk plant shall be 
classified as Class I milk unless both han¬ 
dlers request the same classification in 
another class. The percentage of the total 
quantities of skim milk and butterfat, 
respectively, in products thus transferred 
and assigned to Class I milk shall not be 
greater than the percentage of skim milk 
and butterfat in producer milk classified 
as Class I milk in the plant of the trans¬ 
feree-handler. In either case, the classi¬ 
fication of such transfers shall be sub¬ 
ject to the following conditions: 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re¬ 
spectively, remaining in such class at the 
transferee-plant after the computation 
pursuant to 5 1129.44(a) (12) and the 
corresponding step of § 1129.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1129.44(a) (7) 
or the corresponding step of § 1129.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 

(3) If the transferor-handler received 
during the month other source milk to 
be allocated pursuant to § 1129.44(a) 
(11) or (12) or the corresponding steps 
of § 1129.44(b), the skim milk or butter¬ 
fat so transferred, up to the total of the 
skim milk and butterfat, respectively, in 
such receipts of other source milk, shall 
not be classified as Class I milk to a 
greater extent than would be the case 
if the other source milk had been re¬ 
ceived at the transferee-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a fluid milk plant to an 
other order plant shall be classified in the 
following manner. Such classification 
shall apply only to the skim milk or but- 
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terfat that is in excess of any receipts at 
the fluid milk plant from the other order 
plant of skim milk and butterfat, respec¬ 
tively, in fluid milk products and bulk 
fluid cream products, respectively, that 
are in the same category as described in 
subparagraph (1), (2), or (3) of this 
paragraph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this 
paragraph); 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class n or Class HI milk to the extent 
of such utilization available for such clas¬ 
sification pursuant to the allocation pro¬ 
visions of the other order; 

(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of establish¬ 
ing classification under this paragraph, 
classification shall be as Class I. subject 
to adjustment when such information is 
available; 

(5) For purposes of this paragraph, if 
the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class consist¬ 
ing primarily of fluid milk products shall 
be classified as Class I milk, and skim 
milk or butterfat allocated to the other 
classes shall be classified as Class III 
milk; and 

(6) If the form in which any fluid milk 
product that is transferred to an other 
order plant is not defined as a fluid milk 
product under such other order, classifi¬ 
cation under this paragraph shall be in 
accordance with the provisions of 
§ 1129.40. 

(c) Transfers to producer •‘handlers. 
Skim milk or butterfat transferred in the 
following forms from a fluid milk plant 
to a producer-handler under this or any 
other Federal order shall be classified: 

(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market administra¬ 
tor, if transferred in the form of a bulk 
fluid cream product. For this purpose, 
the producer-handler’s utilization of 
skim milk and butterfat in each class, in 
series beginning with Class ITT, shall be 
assigned to the extent possible to his 
receipts of skim milk and butterfat, re¬ 
spectively. in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
non fluid milk plants. Skim milk orhut- 
terfat transferred or diverted in the 
following forms from a fluid milk plant 
to a nonfluid milk plant that is not an 
other order plant or a producer-handler 
plant shall be classified; 


(1) As Class I milk, if transferred 
in the form of a packaged fluid milk 
product ; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply: 

(i) If the conditions described in (a) 
and (5) of this subdivision are met, 
transfers or diversions in bulk form 
shall be classified on the basis of the 
assignment of the nonfluid milk plant’s 
utilization to its receipts as set forth in 
subdivisions (ii) through (viii) of this 
subparagraph; 

(a) The transferor-handler or diver¬ 
tor-handler claims such classification in 
his report of receipts and utilization 
filed pursuant to § 1129.30 for the month 
within which such transaction occurred; 
and 

(5) The nonfluid milk plant operator 
maintains books and records showing 
utilization of all skim milk and butter¬ 
fat received at such plant which are 
made available for verification purposes 
if requested by the market administra¬ 
tor; 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order 
from the nonfluid milk plant and trans¬ 
fers of packaged fluid milk products 
from such nonfluid milk plant to plants 
fully regulated thereunder shall be as¬ 
signed to the extent possible in the 
following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonfluid 
milk plant from fluid milk plants; 

(b) Pro rata to any remaining un¬ 
assigned receipts of packaged fluid milk 
products at such nonfluid milk plant 
from other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonfluid milk plant 
from fluid milk plants; and 

(d) Pro rata to any remaining un¬ 
assigned receipts of bulk fluid milk prod¬ 
ucts at such nonfluid milk plant from 
other order plants; 

(iii) Any remaining Class I disposi¬ 
tion of packaged fluid milk products 
from the nonfluid milk plant shall be 
assigned to the extent possible pro rata 
to any remaining unassigned receipts 
of packaged fluid milk products at such 
nonfluid milk plant from fluid milk 
plants and other order plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonfluid milk plant to a 
plant fully regulated under any Federal 
milk order, to the extent that such trans¬ 
fers to the regulated plant exceed re¬ 
ceipts of fluid milk products from such 
plant and are allocated to Class I at the 
transferee-plant, shall be assigned to the 
extent possible in the following sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonfluid milk plant 
from fluid milk plants; and 

(b) Pro rata to any remaining un¬ 
assigned receipts of fluid milk products 
at such nonfluid milk plant from other 
order plants; 

(v) Any remaining unassigned Class I 
disposition from the nonfluid milk plant 
shall be assigned to the extent possible 
in the following sequence: 


(a) To such nonfluid milk plant’s re¬ 
ceipts from dairy farmers who the mar¬ 
ket administrator determines constitute 
regular sources of Grade A milk for such 
nonfluid milk plant; and 

(b) To such nonfluid milk plant’s re¬ 
ceipts of Grade A milk from plants not 
fully regulated under any Federal milk 
order which the market administrator 
determines constitute regular sources of 
Grade A milk for such nonfluid milk 
plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non- 
fluid milk plant from fluid milk plants 
and other order plants shall be assigned, 
pro rata among such plants, to the ex¬ 
tent possible first to any remaining Class 
I utilization, then to Class m utilization, 
and then to Class II utilization at such 
nonfluid milk plant; 

(vii) Receipts of bulk fluid cream prod¬ 
ucts at the nonfluid milk plant from fluid 
milk plants and other order plants shall 
be assigned, pro rata among such plants, 
to the extent possible first to any re¬ 
maining Class III utilization, then to any 
remaining Class H utilization, and then 
to Class I utilization at such nonfluid 
milk plant; and 

(viii) In determining the nonfluid milk 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonfluid milk plant to 
a plant not fully regulated under any 
Federal milk order shall be classified on 
the basis of the second plant’s utilization 
using the same assignment priorities at 
the second plant that are set forth in 
this subparagraph. 

§1129.-13 General c!as?«i float ion rules. 

In determining the classification of 
producer milk pursuant to § 1129.44, the 
following rules shall apply: 

(a) Each month the market admin¬ 
istrator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to § 1129.30 and shall compute 
separately for each fluid milk plant and 
for each cooperative association with re¬ 
spect to milk for which it is the handler 
pursuant to § 1129.9 (b) or (c) the 
pounds of skim milk and butterfat, re¬ 
spectively. in each class in accordance 
with §§ 1129.40, 1129.41, and 1129.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are to 
be considered under this part as used or 
disposed of by the handler shall be 
an amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer milk 
for which a cooperative association is 
the handler pursuant to § 1129.9 (b) or 

(c) shall be determined separately from 
the operations of any fluid milk plant 
operated by such cooperative association. 

§ 1129.44 Classification of producer 
milk. 

For each month the market admin¬ 
istrator shall determine the classiflca- 
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tion of producer milk of each handler 
described in § 1129.9(a) for each of his 
fluid milk plants separately and of each 
handler described in § 1129.9 (b) and (c) 
by allocating the handler’s receipts of 
skim milk and butterfat to his utilization 
as follows: 

(а) Skim milk shall be allocated in 
the following manner: 

(1> Subtract'from the total pounds of 
skim milk in Class III the pounds of 
skim milk in shrinkage specified in 
§ 1129.41 (b>; 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order Is classified and 
priced as Class I milk and is not used 
as an offset for any payment obligation 
under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant as follows: 

(i) From Class III milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

(ii> From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in § 1129.40(b)(1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class II; 

(5) Except for the first month that a 
fluid milk plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in products speci¬ 
fied in § 1129.40(b) (1) that were in in¬ 
ventory at the beginning of the month 
in packaged form, but not in excess of 
the pounds of skim milk remaining in 
Class tt * 

(б) Subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added 
to (excluding the quantity of such skim 
milk that was classified as Class III milk 
pursuant to § 1129.40(c) (6)), any prod¬ 
uct specified in § 1129.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II; 

(7) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in each class, in series beginning 
with Class UI, the pounds of skim milk 
in each of the following: 

(i) Other source milk (except that 
received in the form of a fluid milk prod¬ 
uct) and packaged inventory at the be¬ 
ginning of the month of products spe¬ 
cified in § 1129.40(b)(1) that were not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 
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(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order ; and 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; 

(8) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in Class n and Class HI, in 
sequence beginning with Class HI: 

(i) The pounds of skim milk in receipts 
of fluid milk products from an unregu¬ 
lated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2) 
and (7) (v) of this paragraph for which 
the handler requests a classification other 
than Class I, but not in excess of the 
pounds of skim milk remaining in Class 
II and Class III combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2), 
(7)(v), and (8) (i) of this paragraph 
which are in excess of the pounds of skim 
milk determined pursuant to (a) through 
(c) of this subdivision. Should the pounds 
of skim milk to be substracted from Class 
n and Class in combined exceed the 
pounds of skim milk remaining in such 
classes, the pounds of skim milk in 
Class II and Class in shall be increased 
(increasing Class in first to the extent 
permitted by the handler’s total Class in 
utilization at his other fluid milk plants) 
by an amount equal to such quantity to 
be subtracted and the pounds of skim 
milk in Class I shall be decreased by a 
like amount. In such case, the pounds of 
skim milk remaining in each class at this 
allocation step at other fluid milk plants 
of the handler shall be adjusted to the 
extent possible in the reverse direction 
by a like amount. Such adjustment shall 
be made at the other plants in sequence 
beginning with the plant having the 
least minus location adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class I 
at this allocation step at all fluid milk 
plants of the handler; 

(b) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all fluid milk plants of the 
handler of producer milk, milk from a 
handler described in § 1129.9(c), fluid 
milk products from fluid milk plants of 
other handlers, and bulk fluid milk prod¬ 
ucts from other order plants; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the 
receipts of skim milk in fluid milk prod¬ 
ucts from unregulated supply plants 
that remain at this fluid milk plant is of 
all such receipts remaining at this alloca¬ 
tion step at all fluid milk plants of the 
handler; and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from an 
other order plant that are in excess of 
bulk fluid milk products transferred or 
diverted to such plant, if Class n or 
Class m classification is requested by the 
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operator of the other order plant and the 
handler, but not in excess of the pounds 
of skim milk remaining in Class n and 
Class m combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class ni, the pounds of 
skim milk in fluid milk products and 
products specified in § 1129.40(b) (1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class HI the pounds of 
skim milk subtracted pursuant to sub- 
paragraph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n and 
Class m combined at this allocation step 
at all fluid milk plants of the handler, 
with the quantity prorated to Class n 
and Class m combined being subtracted 
first from Class III and then from Class 
n, the pounds of skim milk in receipts 
of fluid milk products from an unreg¬ 
ulated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2), 
(7) (v), and (8) (i) and (ii) of this para¬ 
graph and that were not offset by trans¬ 
fers or diversions of fluid milk products 
to the same unregulated supply plant 
from which fluid milk products to be 
allocated at this step were received: 

(i) Should the pounds of skim milk to 
be subtracted from any class pursuant 
to this subparagraph exceed the pounds 
of skim milk remaining in such class, 
the pounds of skim milk in such class 
shall be increased by an amount equal 
to such quantity to be subtracted and the 
pounds of skim milk in the other classes 
(beginning with the higher-priced class) 
shall be decreased by a like amount. In 
such case, the pounds of skim milk re¬ 
maining in each class at this allocation 
step at other fluid milk plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a like 
amount. Such adjustment shall be made 
at the other plants in sequence beginning 
with the plant having the least minus 
location adjustment; 

(12) Subject to the provisions of sub¬ 
division (1) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk re¬ 
maining in Class I and in Class II and 
Class III combined at this allocation step 
at all fluid milk plants of the handler, 
with the quantity prorated to Class II 
and Class m combined being subtracted 
first from Class III and then from Class 
n, the pounds of skim milk in receipts 
of fluid milk products from an other or¬ 
der plant that were not subtracted pur¬ 
suant to subparagraph (8) (iii) of this 
paragraph and that are in excess of bulk 
fluid milk products transferred or di¬ 
verted to such plant: 

(i) Should the pounds of skim milk 
to be subtracted from any class pursuant 
to this subparagraph exceed the pounds 
of skim milk remaining in such class, 
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the pounds of skim milk in such class 
shall be increased by an amount equal 
to such quantity to be subtracted and the 
pounds of skim milk in the other classes 
(beginning with the higher-priced class) 
shall be decreased by a like amount. In 
such case, the pounds of skim milk re¬ 
maining in each class at this allocation 
step at other fluid milk plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a like 
amount. Such adjustment shall be made 
at the other plants in sequence begin¬ 
ning with the plant having the least 
minus location adjustment; 

(13) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products and 
bulk fluid cream products from another 
fluid milk plant or a handler described in 
§ 1129.9(c) according to the classifica¬ 
tion of such products pursuant to § 1129.- 
42(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class III. Any 
amount so subtracted shall be known as 
“overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined 
for skim milk in paragraph (a) of this 
section; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining 
in each class after the computations 
pursuant to § 1129.44(a) (14) and the 
corresponding step of § 1129.44(b). 

§ 1129.45 Market administrator's re¬ 
ports concerning classification. 

The market administrator shall make 
the following reports concerning 
classification: 

(a) Report to the market administra¬ 
tor of the other order, as soon as pos¬ 
sible after the report of receipts and 
utilization for the month is received 
from a handler who has received fluid 
milk products or bulk fluid cream prod¬ 
ucts from an other order plant, the class 
to which such receipts are allocated pur¬ 
suant to § 1129.44 on the basis of such 
report, and, thereafter, any change in 
such allocation required to correct er¬ 
rors disclosed in the verification of such 
report. 

(b) Furnish to each handler operat¬ 
ing a fluid milk plant who has shipped 
fluid milk products or bulk fluid cream 
products to an other order plant the 
class to which such shipments were al¬ 
located by the market administrator of 
the other order on the basis of the report 
by the receiving handler, and, as nec¬ 
essary, any changes in such allocation 
arising from the verification of such 
report. 

(c) On or before the 12th day after 
the end of each month, report to each 
cooperative association, which so re¬ 
quests, the amount and class utilization 
of milk received by each handler from 
producers who are members of such co¬ 
operative association. For the purpose 
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of this report, the milk so received shall 
be prorated to each class in the propor¬ 
tion that the total receipts of milk from 
producers by such handler were used in 
each class. 

Class Prices 
§ 1129.50 Class prices. 

Subject to the provisions of § 1129.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 per¬ 
cent butterfat shall be as follows: 

(a) Class I price. The Class I price 
shall be the basic formula price for the 
second preceding month plus $2.70. 

(b) Class II price. The Class n price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class in price 
shall be the basic formula price for the 
month. 

§ 1129.51 Basic formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis 
and rounded to the nearest cent. For 
such adjustment, the butterfat differ¬ 
ential (rounded to the nearest one-tenth 
cent) per one-tenth percent butterfat 
shall be 0.12 times the simple average of 
the wholesale selling prices (using the 
midpoint of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the De¬ 
partment for the month. For the purpose 
of computing the Class I price, the re¬ 
sulting price shall be not less than $4.33. 

§ 1129.52 Plant location adjustments 
for handlers. 

For milk received from producers at a 
fluid milk plant located outside of Zone I 
(Zone I comprises all the territory south 
of the northern boundaries of Guadalupe, 
Comal, Kendall, Kerr, Edwards, and Val 
Verde Counties, all in the State of Texas, 
and all territory south of a boundary 
formed by U.S. Highway 90 east of the 
marketing area to the Colorado River 
and thence south along the Colorado 
River) which is classified as Class I milk, 
the price specified in § 1129.50(a) shall 
be reduced 1.5 cents for each 10 miles or 
fraction thereof by the straight line dis¬ 
tance as determined by the market ad¬ 
ministrator that the county court house 
of the county in which such plant is lo¬ 
cated is from the county court house in 
New Braunfels, Tex. 

§ 1129.53 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth 
day of each month the Class I price for 
the following month and the Class II 
and Class in prices for the preceding 
month. 

§ 1129.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for 
computing class prices or for other pur¬ 
poses is not available as prescribed in 
this part, the market administrator shall 


use a price or pricing constituent deter¬ 
mined by the Secretary to be equivalent 
to the price or pricing constituent that 
is required. 

Uniform Price 

§ 1129.60 Handler'll value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler as follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pur¬ 
suant to § 1129.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1129.44(a) (14) and the corresponding 
step of § 1129.44(b) by the respective 
class prices, as adjusted by the butterfat 
differential specified in § 1129.74, that 
are applicable at the location of the fluid 
milk plant; 

(c) Add the following: 

(1) The amount obtained from multi¬ 
plying the difference between the Class 
in price for the preceding month and 
the Class I price applicable at the loca¬ 
tion of the fluid milk plant for the cur¬ 
rent month by the hundredweight of 
skim milk and butterfat subtracted from 
Class I pursuant to § 1129.44(a) (9) and 
the corresponding step of § 1129.44(b); 
and 

(2) The amount obtained from multi¬ 
plying the difference between the Class 
III price for the preceding month and 
the Class n price for the current month 
by the lesser of: 

(i) The hundredweight of skim milk 
and butterfat subtracted from Class n 
pursuant to § 1129.44(a) (9) and the 
corresponding step of § 1129.44(b) for 
the current month; or 

(ii) The hundredweight of skim milk 
and butterfat remaining in Class III 
(exclusive of shrinkage) after the com¬ 
putations pursuant to § 1129.44(a) (11) 
and the corresponding step of § 1129.44 
(b) for the preceding month, less the 
hundredweight of skim milk and butter¬ 
fat specified in subparagraph (1) of this 
paragraph; and 

(d) Add or subtract, as the case may 
be, an amount necessary to correct er¬ 
rors discovered by the market adminis¬ 
trator in the verification of reports of 
such handler of receipts and utilization 
of skim milk and butterfat for previous 
months. 

§ 1129.61 Compulation of uniform price 
for each handler. 

For each month, the market adminis¬ 
trator shall compute a uniform price per 
hundredweight of milk of 3.5 percent 
butterfat content which is received from 
producers by each handler as follows: 

(a) Add to the amount computed pur¬ 
suant to § 1129.60 the total of the loca¬ 
tion adjustments to be made pursuant 
to 5 1129.75; 

(b) Add the amount represented by 
any deductions made for eliminating 
fractions of a cent in computing the 
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uniform price<s> for such handler for 
the preceding month; and 

(c) Divide the resulting amount by the 
total hundredweight of producer milk 
received by such handler. The result, less 
any fraction of a cent, shall be known as 
the uniform price for such handler for 
milk of 3.5 percent butterfat content, at 
fluid milk plants in Zone I. 

§ 1129.62 Announcement of uniform 
price for each handler and butterfat 
differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of each 
month the uniform price for each han¬ 
dler for such month. 

Payments for Milk 

§ 1129.73 Payments to producers and to 
cooperative associations. 

Except as provided in paragraph (d) 
of this section, each handler shall make 
payment to each producer for milk re¬ 
ceived from such producer as follows: 

(a) On or before the 28th day of each 
month, for milk received during the first 
15 days of the month at not less than the 
Class m price for the preceding month. 

(b) On or before the 15th day after 
the end of each month for milk received 
during such month, an amount computed 
at not less than the uniform price per 
hundredweight pursuant to § 1129.61 as 
adjusted pursuant to §§ 1129.74 and 
1129.75; plus or minus adjustments for 
errors made in previous payments to such 
producers; and less (1) payment made 
pursuant to paragraph (a) of this sec¬ 
tion; (2) deductions for marketing serv¬ 
ices pursuant to § 1129.86 and (3) 
proper deductions authorized by such 
producer. 

(c) On or before the 13th and 26th 
days of each month in lieu of the pay¬ 
ments pursuant to paragraphs (a) and 

(b) of this section, respectively, each 
handler shall pay to a cooperative asso¬ 
ciation for milk which it caused to be 
delivered to such handler from producers 
and for which such cooperative associa¬ 
tion is not a handler pursuant to § 1129.9 

(c) , if such cooperative association 
is authorized to collect such payments 
for its member-producers and has so re¬ 
quested the handler, an amount equal to 
the sum of the individual payments 
otherwise payable to such producers. 

(d> On or before the 13th and 26th 
days of each month, each handler shall 
pay to a cooperative association for milk 
which was caused to be delivered to such 
handler by such cooperative association, 
and for which it is a handler pursuant to 
§ 1129.9(c), an amount not less than the 
value of such milk computed by multiply¬ 
ing the pounds of such milk classified in 
each class pursuant to § 1129.44 by the 
class prices, as adjusted by the butterfat 
differential specified in § 1129.74. that 
are applicable at the location of the re¬ 
ceiving handler’s fluid milk plant. 

(e) In making the payments to pro¬ 
ducers pursuant to paragraphs (b) and 
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(c) or <d) of this section, each handler 
shall furnish each producer or coopera¬ 
tive association from whom he has re¬ 
ceived milk with a supporting statement 
which shall show for each month: 

(1) The month and the identity of 
the handler and of the producer; 

(2) The daily and total pounds and 
the average butterfat content of milk 
received from such producer; 

(3) The minimum rate or rates at 
which payment to such producer is re¬ 
quired pursuant to this part; 

(4) The rate which is used in making 
the payment if such rate is other than 
the applicable rate; 

(5) The amount or the rate per hun¬ 
dredweight and nature of each deduction 
claimed by the handler; and 

(6) The net amount of payment to 
such producer. 

§1129.74 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a but¬ 
terfat differential, rounded to the nearest 
one-tenth cent, which shall be 0.115 
times the simple average of the whole¬ 
sale selling prices (using the midpoint of 
any price range as one price) of Grade A 
(92-score) bulk butter per pound at 
Chicago, as reported by the Department 
for the month. 

§ 1129.75 Plant location adjustments 
for producers. 

In making payment to producers pur¬ 
suant to § 1129.73, the uniform price to 
be paid for producer milk received at a 
fluid milk plant located outside of Zone 
I shall be reduced 1.5 cents for each 10 
miles or fraction thereof by the straight 
line distance as determined by the mar¬ 
ket administrator that the county court¬ 
house of the county in which such plant 
is located is from the county court¬ 
house in New Braunfels, Tex. 

§ 1129.76 [Reserved] 

§ 1129.77 Adjustment of accounts. 

Whenever audit by the market admin¬ 
istrator of any handler’s reports, books, 
records, or accounts, or verification of 
weights and butterfat tests of milk or 
milk products discloses errors resulting 
in money due a producer or the market 
administrator from such handler or due 
such handler from the market adminis¬ 
trator, the market administrator shall 
notify such handler of any amount so 
due, and payment thereof shall be made 
on or before the next date for making 
payments, as set forth in the provisions 
under which such error occurred. 

Administrative Assessment and Mar¬ 
keting Service Deduction 

§ 1129.85 Assessment for order admin- 
ift (ration. 

As his pro rata share of the expense 
of administration of the order, each 
handler, except a handler described in 
§ 1129.9(c), shall pay to the market ad¬ 
ministrator on or before the 15th day 
after the end of the month 5 cents per 
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hundredweight, or such lesser amount 
as the Secretary may prescribe, with 
respect to: 

(a) Producer milk (including such 
handler’s own production) and milk re¬ 
ceived from a handler described in 
§ 1129.9(c); 

(b) Other source milk allocated to 
Class I pursuant to § 1129.44(a) (7) and 
(11) and the corresponding steps of 
§ 1129.44(b); and 

(c) Route disposition in the marketing 
area from a partially regulated distribut¬ 
ing plant that exceeds Class I milk re¬ 
ceived during the month at such plant 
from fluid milk plants and other order 
plants. 

§ 1129.86 Deduction for marketing 

services. 

(a) Except as set forth in paragraph 
(b) of this section, each handler, In mak¬ 
ing payments to producers for milk 
(other than milk of his own production) 
pursuant to § 1129.73, shall deduct 6 
cents per hundredweight, or such 
amount not exceeding 6 cents per hun¬ 
dredweight, as may be prescribed by the 
Secretary, and shall pay such deductions 
to the market administrator on or before 
the 15th day after the end of each 
month. Such money shall be used by the 
market administrator to provide market 
information and to check the accuracy 
of the testing and weighing of their milk 
for producers who are not receiving such 
service from a cooperative association. 

<b) In the case of producers who are 
members of a cooperative association 
which the Secretary has determined is 
actually performing the services set forth 
in paragraph (a) of this section, each 
handler shall make, in lieu of the de¬ 
duction specified in paragraph fa) of 
this section, such deductions from the 
payments to be made to such producers 
as may be authorized by the membership 
agreement or marketing contract be¬ 
tween such cooperative association and 
such producers on or before the 13th day 
after the end of each month and pay 
such deductions to the cooperative asso¬ 
ciation of which such producers are 
members, furnishing a statement show¬ 
ing the amount of any such deductions 
and the amount of milk for which such 
deduction was computed for each pro¬ 
ducer. 
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1130.71 Payments to the producer-settle¬ 

ment fund. 

1130.72 Payments from the producer-settle¬ 
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1130.73 Payments to producers and to co¬ 
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1130.78 Charges on overdue accounts. 
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tion. 
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Authority: The provisions of this Part 
1130 Issued under sec®. 1-19, 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 


General Provisions 
§ 1130.1 General provisions. 

The terms, definitions, and provisions 
In Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 

Definitions 

§1)30.2 Corpus Christi, Tex., market¬ 
ing area. 

“Corpus Christi, Tex., marketing area", 
called the "marketing area" in this part, 
means all the territory within the follow¬ 
ing counties, all in the State of Texas: 

Brooks. Kleberg. 

Cameron. Live Oak. 

Duval. Nueces. 

Hidalgo. San Patricio. 

Jim Wells. 


§1130.3 Route disposition. 

"Route disposition" means any delivery 
(including any delivery by a vendor or 
disposition at a plant store) of any fluid 
milk product classified as Class I milk 
other than a delivery to a milk or filled 
milk plant. 

§ 1130.4 Plant. 

"Plant" means the land, buildings, fa¬ 
cilities, and equipment constituting a 
single operating unit or establishment 
at which milk or milk products (includ¬ 
ing filled milk) are received, processed, 
or packaged. Separate facilities without 
storage tanks which are used only as a 
reload point for transferring bulk milk 
from one tank truck to another shall not 
be a plant under this definition if the 
milk transferred at such facilities can 
be identified as receipts from specific 
farmers until the milk is received at a 
plant. Facilities used only as a distribu¬ 
tion point for storing fluid milk products 
in transit for route disposition shall not 
be a plant under this definition. 

§1130.5 Distributing plant. 

"Distributing plant" means a plant 
from which there is route disposition of 
Grade A fluid milk products during the 
month in the marketing area. 

§1130.6 Supply plant. 

"Supply plant" means any plant ap¬ 
proved by an appropriate health author¬ 
ity to supply fluid milk for distribution 
as Grade A milk in the marketing area 
and from which milk is moved to a dis¬ 
tributing plant. 

§ 1130.7 Pool plant. 

Except as provided in paragraph (d) 
of this section, "pool plant" means a 
plant specified in paragraph (a), (b), or 
(c) of this section. 

(a) Any distributing plant from which 
during the month: 

(1) The route disposition of fluid milk 
products, except filled milk, within the 
marketing area is 10 percent or more 
of the receipts of Grade A milk at such 
plant; and 

(2) The total -oute disposition of fluid 
milk products, except filled milk, is 50 
percent or more of the receipts of Grade 
A milk at such plant. 

(b) A supply plant: 

(1) During any month in which 50 
percent or more of the receipts of Grade 
A milk from dairy farmers and handlers 
described in § 1130.9(c) at such plant 
is moved as fluid milk products, except 
filled milk, to pool distributing plants; or 

(2) During each of the months of 
January through August, if such plant 
was a pool plant pursuant to subpara¬ 
graph (1) of this paragraph during each 
of the immediately preceding months of 
September through December, unless the 
operator of such plant has filed with the 
market administrator before the flrsit 
day of any month written request that 
such plant not be a pool plant for each 
month through August during which it 
does not otherwise qualify as a pool 
plant. 

(c) Any plant located in the market¬ 
ing area and operated by a cooperative 
association approved by any duly con¬ 


stituted State or municipal health au¬ 
thority, and at which milk Is received 
from dairy farmers holding permits to 
authorizations for such health author¬ 
ity, if 50 percent or more of the producer 
milk of members of such cooperative as¬ 
sociation is physically received during 
the month at pool plants of other han¬ 
dlers described in paragraph (a) of this 
section or is transferred to such pool 
plants from a plant of the cooperative 
association. 

(d) The term "pool plant" shall not 
apply to the following plants: 

(1) A producer-handler plant; 

(2) A plant meeting the requirements 
of paragraph (a) of this section which 
also meets the pooling requirements of 
another Federal order and from which, 
the Secretary determines, there is a 
greater quantity of route disposition, ex¬ 
cept filled milk, during the month in such 
other Federal order marketing area than 
in this marketing area, except that if 
such plant was subject to all the provi¬ 
sions of this part in the immediately pre¬ 
ceding month, it shall continue to be sub¬ 
ject to all the provisions of this part until 
the third consecutive month in which a 
greater proportion of its route disposi¬ 
tion, except filled milk, is made in such 
other marketing area unless notwith¬ 
standing the provisions of this subpara¬ 
graph, it is regulated under such other 
order; 

(3) A plant meeting the requirements 
of paragraph (a) of this section which 
also meets the pooling requirements of 
another Federal order on the basis of 
distribution in such other marketing area 
and from which the Secretary determines 
there is a greater quantity of route dis¬ 
position, except filled milk, during the 
month in this marketing area than in 
such other marketing area but which 
plant is nevertheless, fully regulated 
under such other Federal order; and 

(4) A plant meeting the requirements 
of paragraph (b) of this section which 
also meets the pooling requirements of 
another Federal order and from w r hich 
greater qualifying shipments are made 
during the month to plants regulated 
under such other order than are made to 
plants regulated under this part, except 
during the months January through 
August, if such plant retains automatic 
pooling status under this part. 

§ 1130.8 Nonpool plant. 

"Nonpool plant" means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) "Other order plant" means a 
plant that is fully subject to the pricing 
and pooling provisions of another Fed¬ 
eral order issued pursuant to the Act. 

(b) "Producer-handler plant" means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) issued pursuant to the Act. 

(c) "Unregulated supply plant" means 
a noon pool plant from which fluid milk 
products are moved to a pool plant dur¬ 
ing the month but which is neither an 
other order plant nor a producer-han¬ 
dler plant. 

(d) "Partially regulated distributing 
plant" means a nonpool plant that is 
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neither an other order plant nor a pro¬ 
ducer-handler plant, from which there is 
route disposition in consumer-type pack¬ 
ages or dispenser units in the marketing 
area during the month. 

§ 1130.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of a pool plant; 

(b) Any cooperative association with 
respect to producer milk which it causes 
to be diverted pursuant to § 1130.13 for 
the account of such cooperative asso¬ 
ciation; 

(c) Any cooperative association with 
respect to milk of its producer members 
which is received from the farm for 
delivery to the pool plant of another 
handler in a tank truck owned and op¬ 
erated by, or under contract to, such 
cooperative association; 

(d) Any person in his capacity as the 
operator of a partially regulated distrib¬ 
uting plant; 

(e) A producer-handler; or 

(f) Any person in his capacity as the 
operator of an other order plant with 
route disposition in the marketing area. 

§ 1130.10 Producer-handler. 

“Producer-handler” means any person 
who: 

(a) Produces milk and operates a 
distributing plant; 

(b) Receives no milk from other dairy 
farmers; 

(c) Disposes of no other source milk 
as Class I milk except that represented 
by nonfat solids used in the fortification 
of fluid milk products; 

(d) Receives during the month from 
pool plants fluid milk products in a total 
quantity of not more than 10,000 pounds, 
or 5 percent of his Class I disposition, 
whichever is less; and 

(e) Furnishes satisfactory proof to 
the market administrator that the main¬ 
tenance. care, and management of all 
dairy animals and other resources neces¬ 
sary to produce the entire amount of 
fluid milk handled (excluding transfers 
from pool plants) and the operation of 
the plant are each the personal enter¬ 
prise of and at the personal risk of such 
person. 

§ 1130.11 [Reserved] 

§ 1130.12 Producer. 

(a) Except as provided in paragraph 

(b) of this section, “producer” means 
any person who produces milk approved 
for consumption as Grade A milk by any 
duly constituted State or municipal 
health authority, which is: 

(1) Received at a pool plant; or 

(2) Diverted pursuant to 5 1130.13 by 
a handler for his account. 

(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to 
a pool plant from an other order plant 
if the other order designates such per¬ 
son as a producer under that order and 
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such milk is allocated pursuant to 
§ 1130.44 to Class II or Class HI utiliza¬ 
tion; and 

(3) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if 
the other order designates such person 
as a producer under that order with 
respect to such milk. 

§1130.13 Producer milk* 

“Producer milk” means skim milk and 
butterfat for each handler’s account in 
milk from producers as follows: 

(a) With respect to operations of a 
pool plant: 

(1) Received directly from such pro¬ 
ducers; 

(2) Received from a handler described 
in § 1130.9(c); or 

(3) Diverted by the operator of such 
pool plant to a nonpool plant that is not 
a producer-handler plant for his account, 
subject to the conditions of paragraph 

(c) of this section. 

(b) With respect to additional receipts 
by a cooperative association handler: 

(1) Diverted by such cooperative as¬ 
sociation from the pool plant of another 
handler to a nonpool plant that is not a 
producer-handler plant for the account 
of such cooperative association, subject 
to the conditions of paragraph (c) of this 
section; or 

(2) Received by such cooperative as¬ 
sociation from producers* farms as a 
handler described in § 1130.9(0 in excess 
of the quantity delivered to pool plants 
pursuant to paragraph (a) (2) of this 
section. 

(c) With respect to diversions to non¬ 
pool plants: 

(1) A cooperative association may 
divert for its account a total quantity of 
milk not in excess of one-third of the 
total producer milk of its members re¬ 
ceived at all pool plants during the 
month. Diversions in excess of such 
quantity shall not be producer milk and 
the diverting cooperative shall specify 
the dairy farmers whose diverted milk is 
ineligible as producer milk. If the co¬ 
operative association fails to designate 
such producers, producer milk status 
shall be forfeited with respect to all milk 
diverted by such cooperative associa¬ 
tion; 

(2) A handler operating a pool plant 
may divert for his account milk of pro¬ 
ducers other than members of a coopera¬ 
tive association diverting milk pursuant 
to subparagraph (1) of this paragraph, 
in a total quantity not in excess of one- 
third of the milk at such pool plant dur¬ 
ing the month from producers who are 
not members of such a cooperative asso¬ 
ciation. Milk diverted in excess of such 
quantity shall not be producer milk and 
the diverting handler shall specify the 
dairy farmers whose diverted milk is in¬ 
eligible as producer milk. If a handler 
fails to designate such producers, pro¬ 
ducer milk status shall be forfeited with 
respect to all milk diverted by such 
handler; 

(3) For the purposes of location ad¬ 
justments pursuant to §§ 1130.52 and 
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1130.75, diverted milk shall be priced at 
the location of the nonpool plant to 
which diverted; and 

(4) For purposes of determining 
qualification of pool plants pursuant to 
§1130.7 (a) and (b), milk diverted 
pursuant to paragraph (a)(3) of this 
section shall be considered receipts of 
Grade A milk at the plant from which 
diverted. 

§ 1130.14 Other source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products 
and bulk fluid cream products from any 
source other than producers, handlers 
described in § 1130.9(c), pool plants, or 
inventory at the beginning of the 
month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1130.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
5 1130.40(b)(1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1130.40(b) (D) for 
which the handler fails to establish a 
disposition. 

§ 1130.15 Fluid milk product. 

(a) Except as provided in paragraph 
(b) of this section, “fluid milk product** 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
that 20 percent total solids, including 
any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or in 
§ 1130.40 (b) or (c)(1) (i) through (viii) 
if it contains by weight at least 80 per¬ 
cent water and 6.5 percent nonfat milk 
solids and less than 9 percent butterfat 
and 20 percent total solids. 

(b) The term “fluid milk product’* 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains 
by weight less than 6.5 percent nonfat 
milk solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess 
of the quantity of skim milk in an equal 
volume of an unmodified product of the 
same nature and butterfat content. 

§1130.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
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cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim milk containing 9 
percent or more butterfat. 

§ 1130.17 Filled milk. 

“Filled milk” means any combina¬ 
tion of nonmilk fat (or oil) with skim 
milk (whether fresh, cultured, recon¬ 
stituted, or modified by the addition of 
nonfat milk solids), with or without 
milkfat, so that the product (including 
stabilizers, emulsifiers, or flavoring) re¬ 
sembles milk or any other fluid milk 
product, and contains less than 6 per¬ 
cent nonmilk fat (or oil). 

§1130.18 Cooperative u*socialion. 

“Cooperative association” means any 
cooperative marketing association of 
producers which the Secretary deter¬ 
mines, after application by the associa¬ 
tion: 

(a) To be qualified under the pro¬ 
visions of the Act of Congress of Feb¬ 
ruary 18, 1922, as amended, known as 
the “Capper-Volstead Act”; and 

(b) To have full authority in the sale 
of milk of its members and to be en¬ 
gaged in making collective sales or mar¬ 
keting milk or its products for its 
members. 

Handler Reports 

§1130.30 Report® of receipt* and utili¬ 
zation. 

On or before the seventh day after the 
end of each month, each handler shall 
report for such month to the market ad¬ 
ministrator, in the detail and on the 
forms prescribed by the market admin¬ 
istrator, as follows: 

(a) Each handler, with respect to 
each of his pool plants, shall report the 
quantities of skim milk and butterfat 
contained in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 

(2) Receipts of milk from handlers 
described in 5 1130.9(c); 

(3) Receipts of fluid milk products 
and fluid cream products from other 
pool plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1130.40(b) 

(1); and 

(6) The utilization or disposition of 
all milk, filled milk, and milk products 
required to be reported pursuant to this 
paragraph. 

(b) Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 
Receipts of milk that would have been 
producer milk if the plant had been fully 
regulated shall be reported in lieu of 
producer milk. Such report shall show 
also the quantity of any reconstituted 
skim milk in route disposition in the 
marketing area. 

(c) Each handler described in § 1130.9 
(b) and (c) shall report: 


(1) The quantities of all skim milk and 
butterfat contained in receipts of milk 
from producers; and 

(2) Tlie utilization or disposition of all 
such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 
tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as 
the market administrator may prescribe. 

§1130.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler 
described in §1130.9 (a), (b), and (c), 
shall report to the market administrator 
his producer payroll for such month, in 
the detail prescribed by the market ad¬ 
ministrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

(b) Each handler operating a partially 
regulated distributing plant who elects 
to make payment pursuant to § 1130.76 
(b) shall report for each dairy farmer 
who would have been a producer if the 
plant had been fully regulated in the 
same manner as prescribed for reports 
required by paragraph (a) of this sec¬ 
tion. 

§ 1130.32 Other reports. 

(a) Each handler who causes milk to 
be delivered for his account directly 
from producers’ farms to a nonpool plant 
shall, prior to such diversion, report to 
the market administrator his intention 
to divert such milk, the proposed date 
or dates of such diversion, and the plant 
to which such milk is to be diverted. 

(b) In addition to the reports required 
in §§ 1130.30 and 1130.31 and paragraph 
(a) of this section, each handler shall 
report such other information as the 
market administrator deems necessary to 
verify or establish such handler’s obliga¬ 
tion under the order. 

Classification of Milk 
§ 1130.40 Cusses of utilization. 

Except as provided in § 1130.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1130.30 shall be classified as follows: 

(a) Class I milk . Except as provided 
in paragraph (c) of this section, Class I 
milk shall be all skim milk and butterfat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class II or Class in milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section. Class 
H milk shall be all skim milk and 
butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 


fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition 
of nonfat milk solids shall be Class n 
milk in an amount equal only to the 
weight of an equal volume of an un¬ 
modified product of the same nature and 
butterfat content; 

(2) In packaged inventory at the end 
of the month of the products specified 
in subparagraph (1) of this paragraph: 
and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry cui’d cot¬ 
tage cheese. 

(c) Class III milk. Class m milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(1) Cheese (other than cottage cheese, 
lowrfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iil) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a con¬ 
sumer-type package, and any concen¬ 
trated milk product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b)(1) of this section: and 

(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (1) through (viii) of this 
subparagraph or in paragraph (b) of this 
section * 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of to 
any commercial food processing estab¬ 
lishment (other than a milk or filled milk 
plant) at which food products (other 
than milk products and filled milk) are 
processed and from which there is no 
disposition of fluid milk products or fluid 
cream products other than those received 
in consumer-type packages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 
packaged form and products specified in 
paragraph (b) (1) of this section in bulk 
form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a handler 
for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion; 

(6) In skim milk in any modified fluid 
milk product or modified product spec¬ 
ified in paragraph (b) (1) of this section 
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that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class n milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1130.41(a) to the recepits specified in 
§ 1130.41(a) (2) and in shrinkage spec¬ 
ified in 5 1130.41 (b) and (c). 

§ 1130.41 Shrinkage* 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1130.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of shrink¬ 
age of skim milk and butterfat, respec¬ 
tively, at each pool plant to the respective 
quantities of skim milk and butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this section 
on which shrinkage is allowed pursuant 
to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) "through (6) of this 
section which was received in the form 
of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursuant 
to paragraph (a) of this section to the 
receipts specified in subparagraph (1) of 
such paragraph that is not in excess of: 

(1) Two percent of the skim milk and 
butterfat. respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant and milk re¬ 
ceived from a handler described in 
§ 1130.9(c)); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1130.9(c), except that if the operator 
of the plant to which the milk is delivered 
purchases the milk on the basis of 
weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butterfat 
tests determined from farm bulk tank 
samples, the applicable percentage under 
this subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class III classi¬ 
fication is requested by the operators of 
both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class II or Class III classification 
Is requested by the handler; and 
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<7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 
(1). (2). (4), (5), and (6) of this para¬ 
graph; and 

<c) The quantity of skim milk and 
butterfat, respectively, in shrinkage of 
milk from producers for which a coop¬ 
erative association is the handler pursu¬ 
ant to § 1130.9 (b) or (c), but not in ex¬ 
cess of 0.5 percent of the skim milk and 
butterfat, respectively, in such milk. If 
the operator of the plant to which the 
milk is delivered purchases such milk on 
the basis of weights determined by farm 
bulk tank calibration and butterfat tests 
determined from farm bulk tank sam¬ 
ples, the applicable percentage under this 
paragraph for the cooperative associa¬ 
tion shall be zero. 

§ 1130.42 Classification of transfers and 
diversions. 

(a) Transfers to pool plants. Skim milk 
or butterfat transferred in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to another 
pool plant shall be classified as Class I 
milk unless the operators of both plants 
request the same classification in an¬ 
other class. In either case, the classifica¬ 
tion of such transfers shall be subject to 
the following conditions: 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re¬ 
spectively, remaining in such class at the 
transferee-plant after the computations 
pursuant to § 1130.44(a) (12) and the 
corresponding step of § 1130.44(b): 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1130.44(a)(7) 
or the corresponding step of § 1130.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 

(3> If the transferor-handler received 
during the month other source milk to 
be allocated pursuant to 5 1130.44(a) (11) 
or (12) or the corresponding steps of 
§ 1130.44(b), the skim milk or butterfat 
so transferred, up to the total of the 
skim milk and butterfat, respectively, in 
such receipts of other source milk, shall 
not be classified as Class I milk to a 
greater extent than would be the case 
if the other source milk had been re¬ 
ceived at the transferee-plant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of 
a fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
lowing manner: Such classification shall 
apply only to the skim milk or butterfat 
that is in excess of any receipts at the 
pool plant from the other order plant of 
skim milk and butterfat, respectively, in 
fluid milk products and bulk fluid cream 
products, respectively, that are in the 
same category as described in subpara- 
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graph (1), (2), or (3) of this paragraph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this 
paragraph); 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or 
diversions in bulk form shall be classified 
as Class n or Class in milk to the extent 
of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 

(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of establish¬ 
ing classification under this paragraph, 
classification shall be as Class I, subject 
to adjustment when such information is 
available; 

(5) For purposes of this paragraph, 
if the other order provides for a dif¬ 
ferent number of classes of utilization 
than is provided for under this part, 
skim milk or butterfat allocated to a 
class consisting primarily of fluid milk 
products shall be classified as Class I 
milk, and skim milk or butterfat allo¬ 
cated to the other classes shall be clas¬ 
sified as Class III milk; and 

(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a fluid 
milk product under such other order, 
classification under this paragraph shall 
be in accordance with the provisions of 
§ 1130.40. 

(c) Transfers to producer-handlers. 
Skim milk or butterfat transferred in the 
following forms from a pool plant to a 
producer-handler under this or any 
other Federal order shall be classified: 

(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market adminis¬ 
trator, if transferred in the form of a 
bulk fluid cream product. For this pur¬ 
pose, the producer-handler's utilization 
of skim milk and butterfat in each class, 
in series beginning with Class in, shall 
be assigned to the extent possible to his 
receipts of skim milk and butterfat, re¬ 
spectively, in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a ix>ol plant to a nonpool 
plant that is not an other order plant or 
a producer-handler plant shall be 
classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply: 
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(i) If the conditions described In (a) 
and (b) of this subdivision are met, 
transfers or diversions in bulk form shall 
be classified on the basis of the assign¬ 
ment of the nonpool plant’s utilization 
to its receipts as set forth in subdivisions 
(ii) through (viii) of this subparagraph: 

(a) The transferor-handler or diver¬ 
tor-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to § 1130.30 for the month 
within which such transaction occurred: 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the uti¬ 
lization of all skim milk and butterfat 
received at such plant which are made 
available for verification purposes if re¬ 
quested by the market administrator: 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of pack¬ 
aged fluid milk products from such non¬ 
pool plant to plants fully regulated there¬ 
under shall be assigned to the extent pos¬ 
sible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants; 

(b) Pro rata to any remaining unas¬ 
signed receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant from 
pool plants; and 

( d ) Pro rata to any remaining unas¬ 
signed receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(ill) Any remaining Class I disposition 
of packaged fluid milk products from the 
nonpool plant shall be assigned to the 
extent possible pro rata to any remaining 
unassigned receipts of packaged fluid 
milk products at such nonpool plant from 
pool plants and other order plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts 
of fluid milk products from such plant 
and are allocated to Class I at the trans¬ 
feree-plant, shall be assigned to the ex¬ 
tent possible in the following sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from pool 
plants; and 

<b) Pro rata to any remaining unas- 
slgned receipts of fluid milk products at 
such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class 
I disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence; 

(a) To such nonpool plant’s receipts 
from dairy farmers who the market ad¬ 
ministrator determines constitute regu¬ 
lar sources of Grade A milk for such 
nonpool plant; and 

(b) To such nonpool plant's receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of 
Grade A milk for such nonpool plant; 
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<vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other or¬ 
der plants shall be assigned, pro rata 
among such plants, to the extent pos¬ 
sible first to any remaining Class I uti¬ 
lization, then to Class III utilization, and 
then to Class n utilization at such non¬ 
pool plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, 
to the extent possible first to any re¬ 
maining Class III utilization, then to 
any remaining Class II utilization, and 
then to Class I utilization at such non¬ 
pool plant; and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a 
plant not fully regulated under any Fed¬ 
eral milk order shall be classified on the 
basis of the second plant's utilization us¬ 
ing the same assignment priorities at the 
second plant that are set forth in this 
subparagraph. 

§ 1130.43 General classification rules. 

In determining the classification of 
producer milk pursuant to 8 1130.44, the 
following rules shall apply: 

(a) Each month the market admin¬ 
istrator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to 8 1130.30 and shall compute 
separately for each pool plant and for 
each cooperative association with respect 
to milk for which it Is the handler pur¬ 
suant to § 1130.9 (b) or (c) the pounds 
of skim milk and butterfat, respectively, 
in each class in accordance with 
§§ 1130.40, 1130.41, and 1130.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are 
to be considered under this part as used 
or disposed of by the handler shall be 
an amount equivalent to the nonfat milk 
solids contained in such product plus 
all of the water originally associated 
with such solids; and 

(c) The classification of producer milk 
for which a cooperative association is 
the handler pursuant to 8 1130.9 (b) or 

(c) shall be determined separately from 
the operations of any pool plant operated 
by such cooperative association. 

§ 1130.44 Classification of producer 
milk. 

For each month the market adminis¬ 
trator shall determine the classification 
of producer milk of each handler de¬ 
scribed in 8 1130.9(a) for each of his 
pool plants separately and of each han¬ 
dler described in 8 1130.9 (b) and (c) 
by allocating the handler’s receipts of 
skim milk and butterfat to his utili¬ 
zation as follows: 

(a) Skim milk shall be allocated in the 
following manner: 

(1) Subtract from the total pounds of 
sldm milk in Class in the pounds of skim 


milk in shrinkage specified in 8 1130.41 
(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class in milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

(ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in 8 1130.40(b)(1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class n; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class U the 
pounds of skim milk in products specified 
in 8 1130.40(b)(1) that were in inven¬ 
tory at the beginning of the month in 
packaged form, but not in excess of the 
pounds of skim milk remaining In 
Class II; 

(6) Subtract from the remaining 
pounds of skim milk in Class II the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim 
milk that was classified as Class m milk 
pursuant to 8 1130.40(c)(6)), any prod¬ 
uct specified in 8 1130.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II; 

(7) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in each class, in series beginning 
with Class nr, the pounds of skim milk 
in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged inventory at the 
beginning of the month of products spec¬ 
ified in 8 1130.40(b)(1) that were not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for w’hich Grade A 
certification is not established; 

(ill) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order; 

(v) Receipts of reconstituted skim milk 

in filled milk from an unregulated supply 
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plant that were not subtracted pursuant 
to subparagraph (2) of this paragraph; 
and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Fed¬ 
eral milk order providing for individual- 
handler pooling, to the extent that re¬ 
constituted skim milk is allocated to Class 
I at the transferor-plant; 

(8) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in Class II and Class m, in 
sequence beginning with Class m: 

(i) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an 
unregulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2) and (7) (v) of this paragraph for 
which the handler requests a classifica¬ 
tion other than Class I, but not in excess 
of the pounds of skim milk remaining in 
Class n and Class in combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2), (7)(v), and (8) (i) of this para¬ 
graph which are in excess of the pounds 
of skim milk determined pursuant to 

(a) through (c) of this subdivision. 
Should the pounds of skim milk to be 
subtracted from Class II and Class HI 
combined exceed the pounds of skim 
milk remaining in such classes, the 
pounds of skim milk in Class II and 
Class HI shall be increased (increasing 
Class in first to the extent permitted by 
the handler’s total Class in utilization 
at his other pool plants) by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in Class I 
shall be decreased by a like amount. In 
such case, the pounds of skim milk re¬ 
maining in each class at this allocation 
step at other pool plants of the handler 
shall be adjusted to the extent possible 
in the reverse direction by a like amount. 
Such adjustment shall be made at the 
other plants in sequence beginning with 
the plant having the least minus loca¬ 
tion adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class 
I at this allocation step at all pool plants 
of the handler; 

(5) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all pool plants of the handler of 
producer milk, fluid milk products from 
pool plants of other handlers, and bulk 
fluid milk products from other order 
plants that were not subtracted pursuant 
to subparagraph (7) (vi) of this para¬ 
graph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the re¬ 
ceipts of skim milk in fluid milk prod¬ 
ucts from unregulated supply plants that 
remain at this pool plant is of all such 
receipts remaining at tills allocation step 
at all pool plants of the handler; and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from 
an other order plant that are in excess 
of bulk fluid milk products transferred 
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or diverted to such plant and that were 
not subtracted pursuant to subparagraph 
(7) (vi) of this paragraph, if Class n or 
Class in classification is requested by the 
operator of the other order plant and 
the handler, but not in excess of the 
pounds of skim milk remaining in Class 
II and Class HI combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series be¬ 
ginning with Class HI, the pounds of 
skim milk in fluid milk products and 
products specified in § 1130.40(b)(1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5> of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class III the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining In each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n and 
Class in combined at this allocation step 
at all pool plants of the handler, with 
the quantity prorated to Class II and 
Class in combined being subtracted first 
from Class in and then from Class n, 
the pounds of skim milk in receipts of 
fluid milk products from an unregulated 
supply plant that were not subtracted 
pursuant to subpara graphs (2), (7)(v), 
and (8) (i) and (ii) of this paragraph 
and that were not offset by transfers or 
diversions of fluid milk products to the 
same unregulated supply plant from 
which fluid milk products to be allocated 
at this step were received: 

(i) Should the pounds of skim milk 
to be subtracted from any class pursu¬ 
ant to this subparagraph exceed the 
pounds of skim milk remaining in such 
class, the pounds of skim milk in such 
class shall be increased by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in the other 
classes (beginning with the higher-priced 
class) shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this al¬ 
location step at other pool plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a like 
amount. Such adjustment shall be made 
at the other plants in sequence beginning 
with the plant having the least minus lo¬ 
cation adjustment; 

(12) Subtract in the manner specified 
below r from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
milk in receipts of bulk fluid milk prod¬ 
ucts from an other order plant that are 
in excess of bulk fluid milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to 
subparagraphs (7) (vi) and (8) (iii) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro 
rata to the pounds of skim milk in Class 
I and in Class II and Class m combined, 
with the quantity prorated to Class II 
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and Class in combined being subtracted 
first from Class m and then from Class 
n, with respect to whichever of the fol¬ 
lowing quantities represents the low r er 
proportion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers In each class as an¬ 
nounced for the month pursuant to 
§ 1130.45(a); or 

(b) The total pounds of skim milk 
remaining in each class at this alloca¬ 
tion step at all pool plants of the 
handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk 
at all pool plants of the handler that 
are to be subtracted at this allocation 
step from Class II and Class in com¬ 
bined exceeding the pounds of skim milk 
remaining in Class II and Class m at all 
such plants, the pounds of such excess 
shall be subtracted from the pounds of 
skim milk remaining in Class I after such 
proration at the pool plants at which 
such other source milk was received; and 

(iii) Except as provided in subdivision 
(ii) of this subparagraph, should the 
computations pursuant to either sub¬ 
division (i) or (ii) of this subparagraph 
result in a quantity of skim milk to be 
subtracted from any class that exceeds 
the pounds of skim milk remaining in 
such class, the pounds of skim milk in 
such class shall be increased by an 
amount equal to such quantity to be 
subtracted and the pounds of skim milk 
in the other classes (beginning with the 
higher-priced class) shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at this allocation step at other pool 
plants of the handler shall be adjusted 
to the extent possible in the reverse di¬ 
rection by a like amount. Sach adjust¬ 
ment shall be made at the other 
plants in sequence beginning with the 
plant having the least minus location 
adjustment; 

(13) Subtract from the pounds of 
skim milk remaining in each class the 
pounds of skim milk in fluid milk prod¬ 
ucts and bulk fluid cream products from 
another pool plant according to the clas¬ 
sification of such products pursuant to 
§ 1130.42(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class m. Any 
amount so subtracted sliall be known as 
‘'overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined for 
skim milk in paragraph (a) of this 
section; and 

(c) The quantity of producer milk In 
each class shall be the combined pounds 
of sldm milk and butterfat remaining 
in each class after the computations pur¬ 
suant to l 1130.44(a) (14) and the corre¬ 
sponding step of § 1130.44(b). 
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§ 1130.45 Market administrator’s re¬ 
ports and announcements concerning 
classification. 

The market administrator shall make 
the following reports and announcements 
concerning classification: 

(a) Whenever required for the pur¬ 
pose of allocating receipts from other 
order plants pursuant to § 1130.44(a) (12) 
and the corresponding step of § 1130.44 

(b). estimate and publicly announce the 
utilization (to the nearest whole per¬ 
centage) in each class during the month 
of skim milk and butterfat, respectively, 
in producer milk of all handlers. Such 
estimate shall be based upon the most 
current available data and shall be final 
for such purpose. 

(b) Report to the market administra¬ 
tor of the other order, as soon as possible 
after the report of receipts and utiliza¬ 
tion for the month is received from a 
handler who has received fluid milk prod¬ 
ucts or bulk fluid cream products from 
an other order plant, the class to which 
such receipts are allocated pursuant to 
§ 1130.44 on the basis of such report, and, 
thereafter, any change in such allocation 
required to correct errors disclosed in the 
verification of such report. 

(c) Furnish to each handler operating 
a pool plant who has shipped fluid milk 
products or bulk fluid cream products to 
an other order plant the class to which 
such shipments were allocated by the 
market administrator of the other order 
on the basis of the report by the receiving 
handler, and. as necessary, any changes 
in such allocation arising from the 
verification of such report. 

(d) On or before the 12th day after 
the end of each month report to each 
cooperative association, upon request by 
such association, the amount and class 
utilization of milk received by each han¬ 
dler from producers who are members of 
such cooperative association. For the 
purpose of this report the milk so re¬ 
ceived shall be prorated to each class in 
the proportion that the total receipts of 
producer milk by such handler were used 
in each class. 

Class Prices 
§ 1130.50 Claw prices. 

Subject to the provisions of § 1130.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 per¬ 
cent butterfat shall be as follows: 

(a) Class I price. The Class I price 
shall be the basic formula price for the 
second preceding month plus $3.07. 

(b) Class II price. The Class EC price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class in price 
shall be the basic formula price for the 
month. 

§1130.51 Basic formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis 


and rounded to the nearest cent. For 
such adjustment, the butterfat differen¬ 
tial (rounded to the nearest one-tenth 
cent) per one-tenth percent butterfat 
shall be 0.12 times the simple average 
of the wholesale selling prices (using the 
midpoint of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the De¬ 
partment for the month. For the purpose 
of computing the Class I price, the result¬ 
ing price shall be not less than $4.33. 

§ 1130.52 Plant location adjustment* 
for handler*. 

(a) For milk which is received from 
producers or a cooperative association 
at a pool plant located more than 80 
miles, but not more than 150 miles from 
the city hall in Mercedes, Tex., by the 
shortest hard-surfaced highway distance 
as determined by the market administra¬ 
tor, and which is classified as Class I 
milk, the price specified in § 1130.50(a) 
shall be reduced 9 cents per hundred¬ 
weight and for milk which is received 
from producers or a cooperative associa¬ 
tion at a pool plant located more than 
150 miles from the city hall in Mercedes, 
Tex., by the shortest hard-surfaced high¬ 
way distance as determined by the mar¬ 
ket administrator, and which is classified 
as Class I milk, the price specified in 
I 1130.50(a) shall be reduced 1-cent per 
hundredweight for each 10 miles distance 
or fraction thereof that such plant is 
from the city hall in Mercedes, Tex. 

(b) For purposes of calculating such 
location adjustment, transfers between 
pool plants shall be assigned Class I loca¬ 
tion credit as follows: 

(1) If in packaged form without limit; 
and 

(2) If in bulk form, to the extent that 
Class I disposition at the transferee- 
plant exceeds the sum of (i) 95 percent 
of receipts at such plant from producers 
and handlers described in § 1130.9(c), 
(ii) the pounds assigned as Class I to 
receipts from other order plants and un¬ 
regulated supply plants, and (ill) assign¬ 
ments pursuant to subparagraph (1) of 
this paragraph, such assignment to be 
made first to transferor plants having 
the same location adjustment, then in 
sequence to plants having a greater loca¬ 
tion adjustment, beginning with the 
plant at which the least location adjust¬ 
ment would apply. 

(c) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraph (a) of 
this section, except that the adjusted 
Class I price shall not be less than the 
Class in price. 

§ 1130.53 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth day 
of each month the Class I price for the 
following month and the Class II and 
Class m prices for the preceding month. 

§1130.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for 
computing class prices or for other pur¬ 


poses is not available as prescribed in 
this part, the market administrator shall 
use a price or pricing constituent deter¬ 
mined by the Secretary to be equivalent 
to the price or pricing constituent that is 
required. 

Uniform Price 

§ 1130.60 Handler’s value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect to 
each of his pool plants and of each 
handler described in § 1130.9 (b) and (c) 
as follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pursu¬ 
ant to § 1130.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1130.44(a) (14) and the corresponding 
step of § 1130.44(b) by the respective 
class prices, as adjusted by the butter¬ 
fat differential specified in § 1130.74, 
that are applicable at the location of the 
pool plant: 

(c) Add the following: 

(1) The amount obtained from multi¬ 
plying the difference between the Class 
III price for the preceding month and 
the Class I price applicable at the loca¬ 
tion of the pool plant for the current 
month by the hundredweight of skim 
milk and butterfat subtracted from Class 
I pursuant to § 1130.44(a) (9) and the 
corresponding step of § 1130.44(b): and 

(2) The amount obtained from multi¬ 
plying the difference between the Class 
ttt price for the preceding month and the 
Class n price for the current month by 
the lesser of * 

(i) The hundredweight of skim milk 
and butterfat subtracted from Class II 
pursuant to § 1130.44(a) (9) and the cor¬ 
responding step of § 1130.44(b) for the 
current month; or 

(ii) The hundredweight of skim milk 
and butterfat remaining in Class III 
after the computations pursuant to 
§ 1130.44(a) (12) and the corresponding 
step of § 1130.44(b) for the preceding 
month, less the hundredweight of skim 
milk and butterfat specified in subpara¬ 
graph (1) of tills paragraph; 

(d) Add the amount obtained from 

multiplying the difference between the 
Class I price applicable at the location of 
the pool plant and the Class m price by 
the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1130.44(a)(7) (i) through 

(iv) and the corresponding step of 
§ 1130.44(b), excluding receipts of bulk 
fluid cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class in 
price by the hundredweight of skim milk 
and butterfat subtracted from Class I 
pursuant to § 1130.44(a) (7) (v) and (vi) 
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and the corresponding step of § 1130.44 

(b); 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregulated 
supply plants from which an equivalent 
volume was received by the pounds of 
skim milk and butterfat subtracted from 
Class I pursuant to § 1130.44(a) (11) and 
the corresponding step of § 1130.44(b), 
excluding such skim milk and butterfat 
in receipts of bulk fluid milk products 
from an unregulated supply plant to the 
extent that an equivalent r mount of skim 
milk or butterfat disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; and 

(g) For the first month that this para¬ 
graph is effective, subtract the amount 
obtained from multiplying the difference 
between the Class I price applicable at 
the location of the pool plant and the 
Class n price, both for the preceding 
month, by the hundredweight of skim 
milk and butterfat in any fluid milk 
product or product specified in § 1130.40 
(b) that was in the plant’s inventory at 
the end of the preceding month and clas¬ 
sified as Class I milk. 

§ 1130.61 Computation of uniform 
prire. 

For each month the market adminis¬ 
trator shall compute the uniform price 
per hundredweight applicable for milk 
of 3.5 percent butterfat content at pool 
plants at which no location differential 
applies as follows: 

(a) Combine into one total the values 
computed pursuant to § 1130.60 for all 
handlers who have made the reports pre¬ 
scribed in § 1130.30 for the month and 
who' have made the payments required 
pursuant to 5 1130.71 for the preceding 
month; 

(b) Add not less than one-fourth of 
the unobligated cash balance on hand in 
the producer-settlement fund; 

(c) Add the aggregate of the values of 
the minus location adjustments pursuant 
to § 1130.75; 

(d) Divide the resulting amount by 
the sum of the following for all handlers 
included in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1130.60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents. 

§ 1130.62 Announcement of uniform 
price and butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of each 
month the uniform price for such month. 

Payments for Milk 
§ 1130.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund known 


as the “producer-settlement fund,*’ into 
which he shall deposit all payments 
made by handlers pursuant to §§ 1130.71, 
1130.76, and 1130.77, and from which he 
shall make all payments to handlers pur¬ 
suant to §§ 1130.72 and 1130.77. 

§ 1130.71 Payments to the producer- 
settlement fund. 

(a) On or before the 13th day after 
the end of the month, each handler shall 
pay to the market administrator the 
amount, if any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the 
handler for such month as determined 
pursuant to § 1130.60. 

(2) The sum of: 

(i) The value at the uniform price, as 
adjusted pursuant to 5 1130.75, of such 
handler’s receipts of producer milk; and 

<ii) The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to § 1130.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market adminis¬ 
trator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to Class 
I at such plant. If there is such route 
disposition from such plant in marketing 
areas regulated by two or more market¬ 
wide pool orders, the reconstituted skim 
milk allocated to Class I shall be pro¬ 
rated to each order according to such 
route disposition In each marketing area; 
and 

(2) Compute the value of the recon¬ 
stituted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route dis¬ 
position in this marketing area by multi¬ 
plying the quantity of such skim milk by 
the difference between the Class I price 
under this part that is applicable at the 
location of the other order plant (but not 
to be less than the Class III price) and 
the Class III price. 

§ 1130.72 Payments from the producer- 
settlement fund. 

On or before the 14th day after the 
end of each month the market adminis¬ 
trator shall pay to each handler the 
amount, if any, by which the amount 
computed pursuant to § 1130.71(a) (2) 
exceeds the amount computed pursuant 
to § 1130.71(a) (1). If the balance in the 
producer-settlement fund is insufficient 
to make all payments pursuant to this 
paragraph, the market administrator 
shall reduce uniformly such payments 
and shall complete such payments as 
soon as the necessary funds are available. 
Any amount due a handler pursuant to 
this section may be reduced by the 
amount of any unpaid balances due the 
market administrator from such handler, 
pursuant to § 1130.71, 1130.77, 1130.85, 
or 1130.86. 


§ 1130.73 Payments to producers and to 
cooperative associations. 

(a) Except as provided in paragraph 
(b) of this section, each handler shall 
make payment to each producer for milk 
received from such producer as follows: 

(1) On or before the 25th day of each 
month, to each producer who has not 
discontinued delivery of milk to such 
handler, a partial payment for milk re¬ 
ceived from such producer during the 
first 15 days of such month at not less 
than the Class m milk price for the 
preceding month; 

(2) On or before the 15th day after the 
end of each month, for milk received 
during such month, an amount not less 
than the uniform price computed pur¬ 
suant to § 1130.61, subject to adjustments 
pursuant to §§ 1130.74 and 1130.75. plus 
or minus adjustments for errors made in 
previous payments to such producers, and 
less: 

(1) Payments made pursuant to sub- 
paragraph (1) of tliis paragraph; 

(ii) Deductions for marketing services 
pursuant to § 1130.86; and 

(iii) Proper deductions authorized by 
such producer; 

(3) If by the date for payment pur¬ 
suant to subparagraph (2) of this para¬ 
graph, a handler has not received full 
payment for such month pursuant to 
§ 1130.72, he may reduce his total pay¬ 
ments to all producers uniformly by not 
more than the amount of reduction in 
payments from the market administra¬ 
tor. He shall, however, complete such 
payments pursuant to this paragraph 
not later than the date for making such 
payments next following receipt of the 
balance from the market administrator. 

(b) (1) Upon receipt of a written re¬ 
quest from a cooperative association, 
which the market administrator deter¬ 
mines is authorized by its members to 
collect payment for their milk, and re¬ 
ceipt of a written promise to reimburse 
the handler the amount of any actual 
loss incurred by him because of any im¬ 
proper claim on the part of the coopera¬ 
tive association each handler shall pay 
to the cooperative association on or be¬ 
fore the 23d and 14th days of each 
month in lieu of payments pursuant to 
paragraph (a) (1) and (2). respectively, 
of this section an amount equal to the 
sum of the individual payments other¬ 
wise payable to such producers. The 
foregoing payment shall be made with 
respect to milk of each producer whom 
the cooperative association certifies is a 
member effective on and after the first 
day of the calendar month next follow¬ 
ing receipt of such certification through 
the last day of the month next preceding 
receipt of notice from the cooperative 
association of a termination of member¬ 
ship or until the original request is re¬ 
scinded in writing by the cooperative 
association; and 

(2) A copy of each such request, 
promise to reimburse, and certified list 
of members shall be filed simultaneously 
with the market administrator by the 
cooperative association and shall be sub¬ 
ject to verification at his discretion, 
through audit of the records of the co- 
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operative association pertaining thereto. 
Exceptions, if any, to the accuracy of 
such certification by a producer claimed 
to be a member, or by a handler, shall be 
made by written notice to the market 
administrator and shall be subject to his 
determination. 

(c) In making the payments pur¬ 
suant to paragraphs (a) (2) and (b) of 
this section, each handler shall furnish 
each producer or cooperative association 
from whom he has received milk with a 
supporting statement which shall show 
for each month: 

(1) The month and the identity of the 
handler and of the producer; 

(2) The total pounds and the average 
butterfat content of milk received from 
such producer; 

(3) The minimum rate or rates at 
which payment to such producer is re¬ 
quired pursuant to this part; 

( 4 ) The rate which is used in making 
the payment if such rate is other than 
the applicable minimum rate; 

(5) The amount of the rate per hun¬ 
dredweight and nature of each deduction 
claimed by the handler; and 

(6) The net amount of payment to 
such producers. 

(d) As follows, to each cooperative as¬ 
sociation for milk for which it is the han¬ 
dler pursuant to § 1130.9(c): 

(1) On or before the 23d day of the 
month, a partial payment for milk re¬ 
ceived during the first 15 days of such 
month, at not less than the amount 
specified in paragraph (b) of this sec¬ 
tion; and 

(2) On or before the 14th day of the 
following month, in final settlement, the 
value of such milk received during the 
month, at the uniform price, as adjusted 
pursuant to §§ 1130.74 and 1130.75. less 
the amount of payment made pursuant 
to subparagraph (1) of this paragraph. 

(e) On or before the 14th day after 
the end of the month, for milk received 
from the pool plant of a cooperative as¬ 
sociation, to such cooperative association 
not less than the value of such milk at 
the applicable price(s) for the class(es) 
at which transferred pursuant to 
8 1130.42(a), as adjusted by the butterfat 
differential specified in § 1130.74, that 
are applicable at the location of the 
transferee-handler’s pool plant. 

§1130.74 Butterfat differential* 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each 0.1-percent butterfat 
variation from 3.5 percent by a butterfat 
differential, rounded to the nearest 0.1 
cent, which shall be 0.115 times the sim¬ 
ple average of the wholesale selling prices 
(using the midpoint of any price range 
as one price) of Grade A (92-score) bulk 
butter per pound at Chicago, as reported 
by the Department for the month. 

§ 1130.75 Plant location adjustment* 
for producers and on nonpool milk. 

(a) In making payments pursuant to 
§ 1130.73, the uniform price computed 
pursuant to § 1130.61 to be paid for 
such milk received at a pool plant at 


which a location adjustment pursuant to 
§ 1130.52 applies may be reduced by the 
amount of such location adjustments. 

(b) The uniform price applicable to 
other source milk shall be subject to the 
same adjustments applicable to the uni¬ 
form price under paragraph (a) of this 
section, except that the adjusted uni¬ 
form price shall not be less than the 
Class III price. 

§ 1130.76 Payments by handler oper¬ 
ating a partially regulated distribut¬ 
ing plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to para¬ 
graph (a) of this section. If the handler 
submits pursuant to 38 1130.30(b) and 
1130.31(b) the information necessary 
for making the computations, such han¬ 
dler may elect to pay in lieu of such pay¬ 
ment the amount computed pursuant to 
paragraph (b) of this section: 

(a) The payment under this para¬ 
graph shall be the amount resulting 
from the following computations: 

(1) Determine the pounds of route 
disposition in the marketing area from 
the partially regulated distributing 
plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially reg¬ 
ulated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of an¬ 
other Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used 
as an offset for any other payment obli¬ 
gation under any order; 

(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds 
by the difference between the Class I 
price and the uniform price, both prices 
to be applicable at the location of the 
partially regulated distributing plant 
(but not to be less than the Class HI 
price); and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class in price) and the Class in 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting 
from the following computations: 

(1) Determine the value that would 
have been computed pursuant to 
§ 1130.60 for the partially regulated dis¬ 
tributing plant if the plant had been a 


pool plant, subject to the following 
modifications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in 
which such products were classified at 
the fully regulated plant; 

(ii) Fluid milk products and bulk 
fluid cream products transferred from 
the partially regulated distributing plant 
to a pool plant or an other order plant 
shall be classified at the partially regu¬ 
lated distributing plant in the class to 
which allocated at the fully regulated 
plant. Such transfers shall be allocated 
to the extent possible to those receipts 
at the partially regulated distributing 
plant from pool plants and other order 
plants that are classified in the corre¬ 
sponding class pursuant to subdivision 
(i) of this subparagraph. Any such 
transfers remaining after the above allo¬ 
cation which are classified in Class I 
and for which a value is computed for 
the handler operating the partially 
regulated distributing plant pursuant to 
§ 1130.60 shall be priced at the uniform 
price (or at the weighted average price 
if such is provided) of the respective 
order regulating the handling of milk at 
the transferee plant, with such uniform 
price adjusted to the location of the non¬ 
pool plant (but not to be less than the 
lowest class price of the respective 
order), except that transfers of recon¬ 
stituted skim milk in filled milk shall 
be priced at the lowest class price of the 
respective order; and 

(iii) if the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant to 
8 1130.60 for such handler shall include, 
in lieu of the value of other source milk 
specified in 8 1130.60(f) less the value of 
such other source milk specified in 
8 1130.71(a) (2) (ii), a value of milk de¬ 
termined pursuant to § 1130.60 for each 
nonpool plant that is not an other order 
plant which serves as a supply plant for 
such partially regulated distributing 
plant by making shipments to the par¬ 
tially regulated distributing plant during 
the month equivalent to the requirements 
of 8 1130.7(b) subject to the following 
conditions: 

(a) The operator of the partially reg¬ 
ulated distributing plant submits wdth his 
reports filed pursuant to §§ 1130.30<b) 
and 1130.31(b) similar reports for each 
such nonpool supply plant; 

(b) The operator of such nonpool sup¬ 
ply plant maintains books and records 
showing the utilization of all skim milk 
and butterfat received at such plant 
which are made available if requested by 
the market administrator for verification 
purposes; and 

(c) The value of milk determined 
pursuant to § 1130.60 for such nonpool 
supply plant shall be determined in the 
same manner prescribed for computing 
the obligation of such partially regu¬ 
lated distributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
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pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the opera¬ 
tor of such partially regulated distribut¬ 
ing plant for milk received at the plant 
during the month that would have been 
producer milk if the plant had been fully 
regulated; 

(ii) If subparagraph (l)(iii) of this 
paragraph applies, the gross payments 
by the operator of such nonpool supply 
plant for milk received at the plant dur¬ 
ing the month that would have been 
producer milk if the plant had been fully 
regulated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of 
another order under which such plant 
is also a partially regulated distributing 
plant and like payments by the operator 
of the nonpool supply plant if subpara¬ 
graph (1) (iii) of this paragraph applies. 

§ 1130.77 Adjustment of accounts. 

Whenever verification by the market 
administrator of any handler's reports, 
books, records, accounts, or payments 
discloses errors resulting in money due: 

(a) The market administrator from 
such handler; 

(b) Such handler from the market ad¬ 
ministrator; or 

(c) Any producer or cooperative as¬ 
sociation from such handler, the market 
administrator shall promptly notify 
such handler, of any amount so due and 
payment thereof shall be made on or 
before the next date for making pay¬ 
ments set forth in the provisions under 
which such error occurred. 

§ 1130.78 Charges on overdue account** 

Any unpaid obligation of a handler 
pursuant to §5 1130.71, 1130.77(a), 

1130.85, or 1130.86 shall be increased 
one-half of 1 percent on the first day 
of the calendar month next following the 
due date of such obligation and, on the 
first day of each calendar month there¬ 
after until such obligation is paid. 

Administrative Assessment and 
Marketing Service Deduction 

§ 1130.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense 
of administration of the order, each han¬ 
dler shall pay to the market adminis¬ 
trator on or before the 13th day after 
the end of the month 5 cents per hun¬ 
dredweight, or such lesser amount as 
the Secretary may prescribe, with respect 
to: 

(a) Producer milk (including that 
pursuant to § 1130.13(a) (2) and such 
handler's own production); 

(b) Other source milk allocated to 
Class I pursuant to § 1130.44(a) (7) and 
(11) and the corresponding steps of 
5 1130.44(b), except such other source 
milk that is excluded from the compu¬ 
tations pursuant to § 1130.60 (d) and 
(f); and 

(c) Route disposition from a partially 
regulated distributing plant in the mar¬ 
keting area that exceeds the skim milk 
and butterfat subtracted pursuant to 
§ 1130.76(a)(2). 


§1130.86 Deduction for marketing 
services. 

(a) Except as set forth in paragraph 
(b) of this section, each handler, in mak¬ 
ing payments to producers for milk 
(other than milk of his own production) 
pursuant to § 1130.73, shall deduct 6 
cents per hundredweight, or such amount 
not exceeding 6 cents per hundred¬ 
weight, as may be prescribed by the Sec¬ 
retary, and shall pay such deductions to 
the market administrator, on or before 
the 13th day after the end of the month. 
Such money shall be used by the mar¬ 
ket administrator to provide market in¬ 
formation and to check the accuracy of 
the testing and weighing of milk from 
producers who are not receiving such 
service from a cooperative association; 
and 

(b) In the case of producers who are 
members of a cooperative association 
which the Secretary has determined is 
actually performing the services set 
forth in paragraph (a) of this section, 
each handler shall make, in lieu of the 
deductions specified in paragraph (a) 
of this section, such deductions from the 
payments to be made to such producers 
as may be authorized by the member¬ 
ship agreement or marketing contract 
between such cooperative association and 
such producers, and on or before the 
13th day after the end of each month 
pay such deductions to the cooperative 
association of which such producers are 
members, furnishing a statement show¬ 
ing the amount of any such deductions 
and the amount of milk for which such 
deduction w r as computed for each pro¬ 
ducer. 


part 1131—milk in central 
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Authority: The provisions of this Part 
1131 issued under secs. 1-19, 48 Stat. 31, as 
amended; 7 D5.C. 601-674. 

General Provisions 

§1131.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of tills order. 

Definitions 

§ 1131.2 Centra) Arizona marketing 
area. 

“Central Arizona marketing area", 
hereinafter called the “marketing area", 
means all territory within the counties 
of Cochise, Graham, Greenlee, Maricopa, 
Pima, and Pinal, and that part of Yuma 
County south of 33 degrees latitude 
(North from the Equator), all In the 
State of Arizona. 

§1131.3 Route disposition. 

'•Route disposition" means any delivery 
to retail or wholesale outlets (including 
delivery by a vendor or a sale from a 
plant or a plant store) of a fluid milk 
product classified as Class I milk other 
than a delivery to a plant described in 
5 1131.7(a). 

§1131.4 [ Reserved! 

§ 1131.5 [Reserved] 

§ 1131.6 [Reserved] 

§ 1131.7 Pool plant. 

Except as provided in paragraph (d) of 
this section, “pool plant" means a plant 
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specified in paragraph (a), (b>, or (c) of 
this section. 

(a) Any plant approved by a duly con¬ 
stituted state or municipal health au¬ 
thority for the receipt or processing of 
Grade A milk or which supplies processed 
milk to an agency of the U.S. Govern¬ 
ment located within the marketing area, 
from which during the month: 

(1) There is route disposition, except 
filled milk, equal to at least 50 percent of 
the total receipts at the plant (i) of 
milk qualified by inspection to become 
producer milk pursuant to § 1131.13(a), 
and (ii) from other milk plants and 
handlers described in § 1131.9(c) in the 
form of fluid milk products, except filled 
milk, qualified for fluid consumption; 
and 

(2) There is route disposition, except 
filled milk, in the marketing area in a 
volume not less than 25 percent of such 
receipts and also greater than an aver¬ 
age of 600 pounds per day. 

(b) Any plant which ships fluid milk 
products, except filled milk, approved 
by any health authority having ju¬ 
risdiction in the marketing area as eligi¬ 
ble for distribution under a Grade 
A label in a volume not less than 
50 percent of its receipts of milk (from 
dairy farmers who would be producers if 
this plant qualifies as a pool plant) in 
the current month during the period of 
July through October or 20 percent in 
the current month during the period of 
November through June to a plant speci¬ 
fied in paragraph (a) of this section: 
Provided, That if a plant qualifies in 
each of the months of July through 
October in the manner prescribed in 
this section such plant shall upon writ¬ 
ten application to the market adminis¬ 
trator on or before October 31 following 
such compliance be designated as a pool 
plant until the end of the following 
June. 

(c) A milk plant located within the 
marketing area at which milk may be 
received from the farms of dairy farm¬ 
ers holding permits or authorization 
issued by health authorities having 
jurisdiction in the marketing area and 
which is operated by a cooperative as¬ 
sociation qualified under § 1131.18 which 
has 75 percent or more of its member 
producers* milk received at the pool 
plants of other handlers. Milk received 
by such cooperative, in a truck owned 
or under contract to the cooperative, 
from a pool plant and transferred in 
such truck to an other pool plant for 
the account of the cooperative shall be 
considered a receipt at the cooperative’s 
plant and a transfer from such plant. 

(d) The term “pool plant” shall not 
apply to the following plants: 

(1) A producer-handler plant; 

(2) Any plant qualified pursuant to 
paragraph (a) of this section which dis¬ 
poses of a lesser volume of Class I milk, 
except filled milk, in the Central Arizona 
marketing area than in a marketing area 
where the handling of milk is regulated 
pursuant to another order issued pur¬ 
suant to the Act, and which is subject to 
the classification and pricing provisions 
of such other order; and 


(3) Any plant qualified pursuant to (i) His own farm production; and 
paragraph (b) of this section for any (ii) Fluid milk products obtained by 
portion of the period November through transfer from pool plants or other plants 
June inclusive, that the milk of pro- in an amount not to exceed 5 percent of 
ducers at such plant is subject to the his total fluid milk product disposition 
classification and pricing provisions of an for the month or 5,000 pounds, whichever 
other order issued pursuant to the Act is less; 

and the Secretary determines that such (2) Does not reprocess or convert milk 
plant should be exempted from this part, products into a fluid m i lk product except 

to increase the nonfat milk solids con- 
§ 1131.8 Nonpaol plant. tent above that of the fluid milk product 


“Nonpool plant” means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant” means a plant 
that is fully subject to the pricing and 
pooling provisions of another order is¬ 
sued pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including tills 
part) issued pursuant to the Act. 

(c) “Partially regulated distributing 
plant” means a nonpool plant that is 
neither an other order plant nor a pro¬ 
ducer-handler plant, from which there 
is route disposition in consumer-type 
packages in the marketing area during 
the month. 

(d) “Unregulated supply plant” means 
a nonpool plant from which fluid milk 
products are moved during the month 
to a pool plant and which is not 
an other order plant nor a producer- 
handler plant. 

§ 1131.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of a pool plant; 

(b) A cooperative association with 
respect to milk of any producer which 
such cooperative association causes to 
be diverted pursuant to § 1131.13 for the 
account of such association; 

(c) A cooperative association with 
respect to the milk of its member pro¬ 
ducers which is received from the farm 
for delivery to the pool plant of another 
handler in a tank truck owned and op¬ 
erated by. or under contract to, such 
cooperative association, if the coopera¬ 
tive association notifies the market ad¬ 
ministrator and the handler to whom the 
milk is delivered in wilting prior to the 
first day of the month in which the milk 
is delivered, that it elects to be the 
handler for such milk; 

(d) Any person in his capacity as the 
operator of a partially regulated distrib¬ 
uting plant; 

(e) A producer-handler; and 

(f) Any person in his capacity as the 
operator of an other order plant de¬ 
scribed in § 1131.7(d). 

§ 1131.10 Producer-handler. 

“Producer-handler” means: 

(a) Any person who is both a daily 
farmer and the operator of a plant from 
which fluid milk products are disposed 
of as route disposition in the marketing 
area and who: 

(1) Receives at his plant, or acquires 
for route disposition fluid milk products 
only from: 


received; 

(3) Furnishes proof satisfactory to the 
market administrator that: 

(i) The maintenance, care, and man¬ 
agement of all the dairy animals and 
other resources necessary to produce the 
entire amount of milk handled (other 
than that received from regulated 
plants) is the personal enterprise of and 
at the personal risk of such person in his 
capacity as a producer; and 

(ii) The operation of such plant is the 
personal enterprise of and at the per¬ 
sonal risk of such person in his capacity 
as a handler. 

(b) The governmental agency that op¬ 
erates a milk plant, except that a plant 
operated by such agency shall be a pool 
plant if bulk milk is delivered during the 
month by such governmental agency to 
another plant that is a pool plant and a 
wrritten request is filed by the agency 
with the market administrator asking 
that its plant be considered a pool plant. 
If such a plant is made a pool plant at the 
request of the governmental agency for 
1 month and thereafter resumes the 
status of a nonpool plant, it shall not be 
eligible for pool plant status again until 
it has been a nonpool plant for 12 con¬ 
secutive months. 

§1131.11 [Reserved] 

§1131.12 Producer. 

(a) Except as provided in paragraph 
(b) of this section, “producer* 1 means 
any person who produces milk pursuant 
to the requirements specified in subpara¬ 
graph Cl) or (2) of this paragraph, and 
whose milk is received directly from the 
farm at a pool plant or is diverted as pro¬ 
ducer milk pursuant to § 1131.13. 

(1) Produces milk, on a daily farm 
subject to the regular inspection by a 
duly constituted State or municipal 
health authority, under a dairy farm per¬ 
mit or rating issued by such authority for 
the production of milk to be disposed of 
for fluid consumption. 

(2) Produces milk which is acceptable 
to an agency of the Federal Government 
for fluid consumption in its institutions 
or bases. 

(b) “Producer** shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to a 
pool plant from an other order plant if 
the other order designates such person 
as a producer under that order and such 
milk is allocated pursuant to § 1131.44 to 
Class n or Class in utilization; and 

(3) Any person with respect to milk 
produced by him which is diverted from 
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a pool plant to an other order plant if 
the other order designates such person as 
a producer under that order with respect 
to such milk. 

§1131.13 Producer milk. 

“Producer milk” of each handler 
means all skim milk and butterfat pro¬ 
duced by producers: 

(a) With respect to receipts at a pool 
plant: 

(1) Received directly from such pro¬ 
ducers: and 

(2) Diverted from such pool plant to 
a nonpool plant that is not a producer- 
handler plant for the account of the 
operator of the pool plant, subject to the 
limitations and conditions of paragraph 
(c) of this section; 

(b) With respect to additional receipts 
of a cooperative association: 

(1) Diverter from a pool plant to a 
nonpool plant that is not a producer- 
handler plant, subject to the limitations 
and conditions of paragraph (c) of this 
section: and 

(2) For which the cooperative associ¬ 
ation is the handler pursuant to § 1131.9 

(c); and 

(c) With respect to diversions to non¬ 
pool plants pursuant to paragraphs (a) 
(2) and (b)(1) of this section: 

(1) Such diversions may be without 
limit during the months of December 
through April, but shall not be for more 
than 8 days’ production of any pro¬ 
ducer during any other month, otherwise 
only milk of such producer received at a 
pool plant shall be producer milk; and 

(2) For purposes of location adjust¬ 
ments pursuant to §§ 1131.52 and 1131.75, 
milk so diverted shall be priced at the 
location of the plant to wiiich diverted. 

§1131.14 Ollier source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or repre¬ 
sented by: 

(a) Receipts of fluid milk products and 
bulk fluid cream products from any 
source other than producers, handlers 
described in § 1131.9(c), pool plants, or 
inventory at the beginning of the month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1131.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
§ 1131.40(b) (1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1131.40(b)(1)) for 
W'hich the handler fails to establish a 
disposition. 

§ 1131.13 Fluid milk product. 

(a) Except as provided in paragraph 

(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 


any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified 
in subparagraph (1) of this paragraph 
or in § 1131.40 (b) or (c) (1) (i) through 
(viii) if it contains by weight at least 80 
percent w'ater and 6.5 percent nonfat 
milk solids and less than 9 percent 
butterfat and 20 percent total solids. 

(b) The term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
w f eight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of the 
quantity of skim milk in an equal volume 
of an unmodified product of the same 
nature and butterfat content. 

§ 1131.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

§ 1131.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat (or 
oil). 

§ 1131.18 Cooperative association. 

“Cooperative association” means any 
cooperative association of producers 
which the Secretary determines: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of February 
18, 1922, as amended, known as the 
“Capper-Volstead Act”; and 

(b) To have and to be exercising full 
authority in the sale of milk for its 
members. 

Handler Reports 

§ 1131.30 Reports of receipts and utili¬ 
zation. 

On or before the seventh day after the 
end of each month, each handler shall 
report for such month to the market ad¬ 
ministrator, in the detail and on the 
forms prescribed by the market admin¬ 
istrator. as follow's: 

(a) Each handler, with respect to each 
of his pool plants, shall report the quan¬ 
tities of skim milk and butterfat con¬ 
tained in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 


(2) Receipts of milk from handlers 
described in § 1131.9(c); 

(3) Receipts of fluid milk products and 
fluid cream products from other pool 
plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in 5 1131.40(b) 
(1); and 

(6) The utilization or disposition of all 
milk, filled milk, and milk products re¬ 
quired to be reported pursuant to this 
paragraph. 

(b) Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 
Receipts of milk that would have been 
producer milk if the plant had been fully 
regulated shall be reported in lieu of 
producer milk. Such report shall show 
also the quantity of any reconstituted 
skim milk in route disposition in the 
marketing area. 

(c) Each handler described in § 1131.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk and 
butterfat contained in receipts of milk 
from producers; and 

(2) The utilization or disposition of 
all such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 
tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as 
the market administrator may prescribe. 

§ 1131.31 Payroll report*. 

(a) On or before the 20th day after 
the end of each month, each handler 
described in §1131.9 (a), (b), and <c) 
shall report to the market administrator 
his producer payroll for such month, in 
the detail prescribed by the market ad¬ 
ministrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

(b) Each handler operating a partially 
regulated distributing plant w T ho elects to 
make payment pursuant to § 1131.76(b> 
shall report for each dairy farmer who 
would have been a producer if the plant 
had been fully regulated in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 

§1131.32 Other report*. 

(a) Each handler, except a producer- 
handler or a handler making payment 
pursuant to § 1131.76(a), shall report to 
the market administrator in the detail 
and on forms prescribed by the market 
administrator: 

(1) On or before the 20th day after the 
end of the month, the payments made 
to a cooperative association pursuant to 
§ 1131.73(d); 
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(2) On or before the first day other 
source milk is received in the form of a 
fluid milk product at his pool plant(s)', 
his intention to receive such product, 
and on or before the last day such prod¬ 
uct is received, his intention to discon¬ 
tinue receipt of such product; and 

(3) On or before the day prior to di¬ 
verting producer milk pursuant to 
§ 1131.13 his intention to divert such 
milk, the date or dates of such diversion 
and the nonpool plant to which such 
milk is to be diverted. 

(b) In addition to the reports required 
pursuant to paragraph (a) of this sec¬ 
tion and §8 1131.30 and 1131.31. each 
handler shall report such other informa¬ 
tion as the market administrator deems 
necessary to verify or establish such 
handler’s obligation under the order. 

Classification of Milk 
§ 1131.40 Gasses of utilixalion. 

Except as provided in 8 1131.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1131.30 shall be classified as follows: 

(a) Class I milk. Except as provided 
in paragraph (c) of this section. Class I 
milk shall be all skim milk and butterfat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class II or Class III milk. 

(b) Class II milk. Except as provided 
in paragraph (c) of this section. Class 
II milk shaU be all skim milk and 
butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition 
of nonfat milk solids shall be Class II 
milk in an amount equal only to the 
weight of an equal volume of an un¬ 
modified product of the same nature and 
butterfat content: 

(2) In packaged inventory at the end 
of the month of the products specified in 
subparagraph (1) of this paragraph: and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class in milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(1) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 


milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b)(1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of 
this section; 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of 
to any commercial food processing es¬ 
tablishment (other than a milk or filled 
milk plant) at which food products 
(other than milk products and filled 
milk) are processed and from which 
there is no disposition of fluid milk 
products or fluid cream products other 
than those received in consumer-type 
packages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 
packaged form and products specified in 
paragraph (b) (1) of this section in bulk 
form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a handler 
for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion; 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b) (1) of this section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class n milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1131.41(a) to the receipts specified in 
§ 1131.41(a)(2) and in shrinkage speci¬ 
fied in § 1131.41 (b) and (c). 

§ 1131.41 Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1131.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat, 
respectively, at each pool plant to the 
respective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this sec¬ 
tion on which shrinkage is allowed pur¬ 
suant to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of 
this section which was received in the 
form of a bulk fluid milk product; 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pur¬ 
suant to paragraph (a) of this section 
to the receipts specified in subparagraph 
(1) of such paragraph that is not in 
excess of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 


(excluding milk diverted by the plant 
operator to another plant); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1131.9(c), except that, if the operator 
of the plant to which the milk is de¬ 
li vexed purchases the milk on the basis 
of weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under tills sub- 
paragraph shall be 2 percent; 

(3) Plus 0.5 peixent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to 
which the milk is delivered purchases 
such milk on the basis of weights deter¬ 
mined by farm bulk tank calibration and 
butterfat tests determined from farm 
bulk tank samples, the applicable per¬ 
centage under this subparagraph shall 
be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat. respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class HI clas¬ 
sification is requested by the operators of 
both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class II or Class III classification 
is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 
(1), (2). (4), (5), and (6), of this para¬ 
graph; and 

(c) The quantity of skim milk and 
butterfat. respectively, in shrinkage of 
milk from producers for which a coop¬ 
erative association is the handler pur¬ 
suant to § 1131.9 (b) or (c), but not in 
excess of 0.5 percent of the skim milk 
and butterfat, respectively, in such milk. 
If the operator of the plant to which the 
milk is delivered purchases such milk on 
the basis of weights determined by farm 
bulk tank calibration and butterfat tests 
determined from farm bulk tank sam¬ 
ples, the applicable percentage under 
this paragraph for the cooperative as¬ 
sociation shall be zero. 

§ 1131.42 Classification of transfers and 
diversions. 

(a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant or by a handler de¬ 
scribed in § 1131.9(c) to another han¬ 
dler’s pool plant shall be classified as 
Class I milk unless both handlers re¬ 
quest the same classification in another 
class. In either case, the classification 
of such transfers shall be subject to the 
following conditions: 
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(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re¬ 
spectively, remaining in such class at 
the transferee-plant after the computa¬ 
tions pursuant to § 1131.44(a) (12) and 
the corresponding step of 5 1131.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to 5 1131.44(a) (7) 
or the corresponding step of $ 1131.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; 

(3) If the transferor-handler re¬ 
ceived during the month other source 
milk to be allocated pursuant to § 1131.44 

(a) (11) or (12) or the corresponding 
steps of § 1131.44(b), the skim milk or 
butterfat so transferred, up to the total 
of the skim milk and butterfat. respec¬ 
tively, in such receipts of other source 
milk, shall not be classified as Class I 
milk to a greater extent than would be 
the case if the other source milk had been 
received at the transferee-plant; and 

(4) Unless a different utilization is 
claimed by both handlers, skim milk and 
butterfat transferred to the pool plant of 
another handler by a cooperative asso¬ 
ciation in its capacity as a handler pur¬ 
suant to 5 1131.9(c) or as the operator 
of a pool plant described in § 1131.7(c) 
shall be classified pro rata to the re¬ 
spective quantities of skim milk and 
butterfat remaining in each class for 
such month at the pool plant(s) of the 
receiving handler after the computations 
pursuant to § 1131.44(a) (13) (i) and the 
corresponding step of § 1131.44(b). 

(b) Transfers or diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
apply only to the skim milk or butterfat 
that is in excess of any receipts at the 
pool plant from the other order plant of 
skim milk and butterfat, respectively, in 
fluid milk products and bulk fluid cream 
products, respectively, that are in the 
same category as described in subpara¬ 
graph (1), (2), or (3), of this paragraph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this para¬ 
graph) ; 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class n or Class III milk to the extent 
of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 

(4) If information concerning the 
classes to which such transfers or di¬ 


versions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of establish¬ 
ing classification under this paragraph, 
classification shall be as Class I. subject 
to adjustment when such information is 
available; 

(5) For purposes of this paragraph, if 
the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk or 
butterfat allocated to a class consisting 
primarily of fluid milk products shall be 
classified as Class I milk, and skim milk 
or butterfat allocated to the other 
classes shall be classified as Class III 
milk; and 

(6) If the form in which any fluid milk 
product that is transferred to an other 
order plant is not defined as a fluid milk 
product under such other order, classi¬ 
fication under this paragraph shall be 
in accordance with the provisions of 
§ 1131.40. 

(c) Transfers to producer-handlers. 
Skim milk or butterfat transferred in the 
following forms from a pool plant to a 
producer-handler under this or any other 
Federal order shall be classified: 

(1) As Class I milk, if transferred In 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market adminis¬ 
trator, if transferred in the form of a 
bulk fluid cream product. For this pur¬ 
pose, the producer-handler’s utilization 
of skim milk and butterfat in each class, 
in series beginning with Class HI, shall 
be assigned to the extent possible to his 
receipts of skim milk and butterfat. re¬ 
spectively, in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that 1s not an other order plant 
or a producer-handler plant shall be 
classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply; 

(i) If the conditions described in (a) 
and (b) of this subdivision are met, 
transfers or diversions in bulk form shall 
be classified on the basis of the assign¬ 
ment of the nonpool plant’s utilization to 
its receipts as set forth in subdivisions 
Cii) through (viii) of this subparagraph: 

(a) The transferor-handler or diver- 
tor-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to § 1131.30 for the month 
within which such transaction occurred; 
and 

(5) The nonpool plant operator main¬ 
tains books and records showing the 
utilization of all skim milk and butterfat 
received at such plant which are made 
available for verification purposes if re¬ 
quested by the market administrator; 

(11) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of pack¬ 


aged fluid milk products from such non- 
pool plant to plants fully regulated 
thereunder shall be assigned to the ex¬ 
tent possible in the following sequence: 

<a) Pro rata to receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants: 

(b) Pro rata to any remaining unas¬ 
signed receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant from 
pool plants; and 

( d ) Pro rata to any remaining unas¬ 
signed receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(iii) Any remaining Class I disposi¬ 
tion of packaged fluid milk products from 
the nonpool plant shall be assigned to 
the extent possible pro rata to any re¬ 
maining unasslgned receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants and other order plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts of 
fluid milk products from such plant and 
are allocated to Class I at the transferee- 
plant, shall be assigned to the extent pos¬ 
sible in the following sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from pool 
plants; and 

(b) Pro rata to any remaining un- 
assigned receipts of fluid milk products 
at such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence: 

(a) To such nonpool plant’s receipts 
from dairy farmers who the market ad¬ 
ministrator determines constitute regu¬ 
lar sources of Grade A milk for such 
nonpool plant; and 

<b) To such nonpool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of Grade 
A milk for such non pool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non- 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent possi¬ 
ble first to any remaining Class I utiliza¬ 
tion, then to Class III utilization, and 
then to Class II utilization at such non- 
pool plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, 
to the extent possible first to any remain¬ 
ing Class in utilization, then to any re¬ 
maining Class n utilization, and then to 
Class I utilization at such nonpool plant; 
and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans- 
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ferred from such nonpool plant to a plant 
not fully regulated under any Federal 
milk order shall be classified on the basis 
of the second plant’s utilization using the 
same assignment priorities at the sec¬ 
ond plant that are set forth in this 
subparagraph. 

§ 1131.43 General classification rules. 

In determining the classification of 
producer milk pursuant to § 1131.44, the 
following rules shall apply: 

(a) Each month the market admin¬ 
istrator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to § 1131.30 and shall compute 
separately for each pool plant and for 
each cooperative association with re¬ 
spect to milk for which it is the handler 
pursuant to § 1131.9 (b) or (c) the 
pounds of skim milk and butterfat, re¬ 
spectively. in each class in accordance 
with §§ 1131.40, 1131.41, and 1131.42: 

(b> If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
of skim milk in such product that are to 
be considered under this part as used or 
disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer 
milk for which a cooperative association 
is the handler pursuant to 5 1131.9 (b> 
or (c) shall be determined separately 
from the operations of any pool plant 
operated by such cooperative association. 

§1131.44 Classification of producer 
milk. 

For each month the market admin¬ 
istrator shall determine the classifica¬ 
tion of producer milk of each handler 
described in § 1131.9(a) for each of his 
pool plants separately and of each han¬ 
dler described in § 1131.9 (b) and (c) 
by allocating the handler’s receipts of 
skim milk and butterfat to his utiliza¬ 
tion as follows: 

(a) Skim milk shall be allocated in 
the following manner: 

(1) Subtract from the total pounds of 
skim milk in Class ni the pounds of 
skim milk in shrinkage specified in 
§ 1131.41(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used 
as an offset for any other payment 
obligation under any order; 

(3> Subtract from the pounds of skim 
milk remaining hi each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant to subparagraph (7) (vi) of 
this paragraph, as follows: 

(i) From Class in milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 


PROPOSED RULE MAKING 

(ii) From Class I milk, the remainder 
of such receipts; 

(4> Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in § 1131.40(b) (1) 
that w r ere received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class II; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in products speci¬ 
fied in § 1131.40(b) (1) that were in in¬ 
ventory at the beginning of the month 
in packaged form, but not in excess of 
the pounds of skim milk remaining in 
Class H; 

(6) Subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim 
milk that was classified as Class ni milk 
pursuant to § 1131.40(c)(6)), any prod¬ 
uct specified in 5 1131.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II; 

(7) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in each class, in series begin¬ 
ning with Class in, the pounds of skim 
milk in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged inventory at the be¬ 
ginning of the month of products speci¬ 
fied in 11131.40(b)(1) that w^ere not 
subtracted pursuant to subparagraphs 
(4), (5), and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 

(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order; 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Fed¬ 
eral milk order providing for individual- 
handler pooling, to the extent that re¬ 
constituted skim milk is allocated to 
Class I at the transferor-plant; 

(8) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in Class II and Class III, in 
sequence beginning with Class HI: 

(i) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2) 
and (7) (v) of this paragraph for which 
the handler requests a classification 
other than Class I, but not in excess of 
the pounds of skim milk remaining in 
Class n and Class III combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an 


unregulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2), (7) (v), and (8)(i) of this para¬ 
graph which are in excess of the pounds 
of skim milk determined pursuant to sub¬ 
divisions (a) through (c) of this sub¬ 
division. Should the pounds of skim milk 
to be subtracted from Class II and Class 
in combined exceed the pounds of skim 
milk remaining in such classes, the 
pounds of skim milk in Class n and Class 
ITT shall be increased (increasing Class 
in first to the extent permitted by the 
handler’s total Class III utilization at 
his other pool plants) by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in Class I 
shall be decreased by a like amount. In 
such case, the pounds of skim milk re¬ 
maining in each class at this allocation 
step at other pool plants of the handler 
shall be adjusted to the extent possible 
in the reverse direction by a like amount. 
Such adjustment shall be made at the 
other plants in sequence beginning with 
the plant having the least minus loca¬ 
tion adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class I 
at this allocation step at all pool plants 
of the handler; 

(b) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all pool plants of the handler 
of producer milk, milk from a handler 
described in § 1131.9(c), fluid milk prod¬ 
ucts from pool plants of other handlers, 
and bulk fluid milk products from other 
order plants that were not subtracted 
pursuant to subparagraph (7) (vi) of this 
paragraph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the re¬ 
ceipts of skim milk in fluid milk products 
from unregulated supply plants that re¬ 
main at this pool plant is of all such re¬ 
ceipts remaining at this allocation step 
at all pool plants of the handler; and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from an 
other order plant that are in excess of 
bulk fluid milk products transferred or 
diverted to such plant and that w’ere 
not subtracted pursuant to subparagraph 
(7) (vi) of this paragraph, if Class II or 
Class III classification is requested by 
the operator of the other order plant 
and the handler, but not in excess of the 
pounds of skim milk remaining in Class 
II and Class ni combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class III, the pounds of 
skim milk in fluid milk products and 
products specified in § 1131.40(b) (1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class HI the pounds of 
skim milk subtracted pursuant to sub- 
paragraph (1) of this paragraph: 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n and 
Class m combined at this allocation step 
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at all pool plants of the handler, with 
the quantity prorated to Class n and 
Class in combined being subtracted first 
from Class m and then from Class H. 
the pounds of skim milk in receipts of 
fluid milk products from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraphs (2), (7)(v), 
and (8) (1) and (ii) of tills paragraph 
and that were not offset by transfers or 
diversions of fluid milk products to the 
same unregulated supply plant from 
which fluid milk products to be allocated 
at this step were received; 

(i) Should the pounds of skim milk 
to be subtracted from any class pursuant 
to this subparagraph exceed the pounds 
of skim milk remaining in such class, 
the pounds of skim milk in such class 
shall be increased by an amount equal 
to such quantity to be subtracted and the 
pounds of skim milk in the other classes 
(beginning with the higher-priced class) 
shall be decreased by a like amount. In 
such case, the pounds of skim milk re¬ 
maining in each class at this allocation 
step at other pool plants of the handler 
shall be adjusted to the extent possible 
in the reverse direction by a like amount. 
Such adjustment shall be made at the 
other plants in sequence beginning with 
the plant having the least minus location 
adjustment: 

(12) Subtract in the manner specified 
below from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
milk in receipts of bulk fluid milk prod¬ 
ucts from an other order plant that are 
in excess of bulk fluid milk products 
transferred or diverted to such plant 
and that were not subtracted pursuant 
to subparagraphs (7)(vi) and (8) (iii) 
of this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I and 
in Class II and Class in combined, with 
the quantity prorated to Class n and 
Class in combined being subtracted first 
from Class in and then from Class n, 
with respect to whichever of the follow’- 
ing quantities represents the lower pro¬ 
portion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as an¬ 
nounced for the month pursuant to 
5 1131.45(a); or 

(b) The total pounds of skim milk 
remaining in each class at this allocation 
step at all pool plants of the handler; 

(ii) Should the proratlon pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk 
at all pool plants of the handler that 
are to be subtracted at this allocation 
step from Class II and Class in com¬ 
bined exceeding the pounds of skim 
milk remaining in Class II and Class in 
at all such plants, the pounds of such 
excess shall be subtracted from the 
pounds of skim milk remaining in Class 
I after such proration at the pool plants 
at which such other source milk was 
received; and 

(iii) Except as provided in subdivi¬ 
sion (ii) of tlfis subparagraph, should 
the computations pursuant to either 
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subdivision (i) or (ii) of this subpara¬ 
graph result in a quantity of skim milk 
to be subtracted from any class that 
exceeds the pounds of skim milk re¬ 
maining in such class, the pounds of 
skim milk in such class shall be in¬ 
creased by an amoimt equal to such 
quantity to be subtracted and the 
pounds of skim milk in the other classes 
(beginning with the higher-priced class) 
shall be decreased by a like amount. 
In such case, the pounds of skim milk 
remaining in each class at this alloca¬ 
tion step at other pool plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a 
like amount. Such adjustment shall be 
made at the other plants in sequence 
beginning with the plant having the 
least minus location adjustment: 

(13 > Subtract in the following order 
from the pounds of skim milk remaining 
in each class the pounds of skim milk in 
fluid milk products and bulk fluid cream 
products from: 

(i) Another pool plant or a handler 
described in § 1131.9(c) according to the 
classification of such products pursuant 
to § 1131.42(a); and 

(ii) A cooperative association in its 
capacity as a handler pursuant to 5 1131.9 

(c) or as the operator of a pool plant 
described in § 1131.7(c) according to the 
classification of such products pursuant 
to § 1131.42(a) (4) ; and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class III. Any 
amount so subtracted shall be known as 
"overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined for 
skim milk in paragraph (a) of this sec¬ 
tion ; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining 
in each class after the computations pur¬ 
suant to § 1131.44(a) (14) and the cor¬ 
responding step of 5 1131.44(b). 

§1131.45 Market administrator’* re¬ 
ports and announcement* concerning 
classification. 

The market administrator shall make 
the following reports and announce¬ 
ments concerning classification: 

(a) Whenever required for the purpose 
of allocating receipts from other order 
plants pursuant to § 1131.44(a) (12) and 
the corresponding step of 5 1131.44(b), 
estimate and publicly announce the util¬ 
ization (to the nearest w'hole percentage) 
in each class during the month of skim 
milk and butterfat, respectively, in pro¬ 
ducer milk of all handlers. Such estimate 
shall be based upon the most current 
available data and shall be final for such 
purpose. 

(b) Report to the market administra¬ 
tor of the other order, as soon as possi¬ 
ble after the report of receipts and util¬ 
ization for the month is received from 
a handler who has received fluid milk 
products or bulk fluid cream products 
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from an other order plant, the class to 
which such receipts are allocated pur¬ 
suant to 5 1131.44 on the basis of such 
report, and, thereafter, any change in 
such allocation required to correct errors 
disclosed in the verification of such re¬ 
port. 

(c) Furnish to each handler operat¬ 
ing a pool plant who has shipped fluid 
milk products or bulk fluid cream prod¬ 
ucts to an other order plant the class 
to which such shipments were allocated 
by the market administrator of the other 
order on the basis of the report by the 
receiving handler, and, as necessary, any 
changes in such allocation arising from 
the verification of such report. 

(d) On or before the 12th day after 
the end of each month, report to each 
cooperative association which so re¬ 
quests the percentage of producer milk 
delivered by members of such associa¬ 
tion which was used in each class by 
each handler receiving such milk. For 
the purpose of this report the milk so 
received shall be prorated to each class 
in accordance with the total utilization 
of producer milk by such handler. 

Class Prices 
§1131.50 Ga*s price*. 

Subject to the provisions of § 1131.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5-per¬ 
cent butterfat shall be as follows: 

(a) Class I price. The Class I price 
shall be the basic formula price for the 
second preceding month plus $2.52. 

(b) Class II price. The Class n price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class III price 
shall be the basic formula price for the 
month. 

§1131.51 Basic formula price. 

The "basic formula price" shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by tiie Department for the month, ad¬ 
justed to a 3.5-percent butterfat basis 
and rounded to the nearest cent. For such 
adjustment, the butterfat differential 
(rounded to the nearest 0.1 cent) per 
0.1-percent butterfat shall be 0.12 times 
the simple average of the wholesale 
selling prices (using the midpoint of any 
price range as one price) of Grade A 
(92-score) bulk butter per pound at Chi¬ 
cago, as reported by the Department for 
the month. For the purpose of computing 
the Class I price, the resulting price shall 
be not less than $4.33. 

§ 1131.52 Plant location adjti*lmcnl* for 
handler*. 

(a) For milk received from producers 
at a pool plant located outside Pima 
County and more than 30 miles by short¬ 
est highway distance as measured by the 
market administrator, from the nearer of 
the Courthouses in Maricopa and Gra¬ 
ham Counties, Ariz., and classified as 
Class I milk or assigned Class I location 
adjustment credit pursuant to paragraph 
(b) of tills section, the price computed 
pursuant to 5 1131.50(a) shall be reduced 
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by 10 cents 11 such plant Is located not 
more than 130 miles from the nearer 
courthouse and by an additional cent for 
each 10 miles or fraction thereof that 
such distance exceeds 130 miles. 

<b) For purposes of calculating such 
adjustment, transfers between pool 
plants shall be assigned to Class I dis¬ 
position at the transferee-plant, in 
excess of the sum of receipts at such 
plant from producers and handlers de¬ 
scribed in § 1131.9(c), plus the pounds 
assigned as Class I to receipts from other 
order plants and unregulated supply 
plants. Such assignment is to be made 
first to transferor-plants at which no 
location adjustment credit is applicable 
and then in sequence beginning with the 
plant at which the least location adjust¬ 
ment would apply. 

(c) For other source milk to which 
a location adjustment is applicable and 
for milk received from producers at a 
plant located in Pima County, Ariz., and 
which is classified as Class I milk, the 
price computed under § 1131.50(a) shall 
be increased 12 cents. 

(d) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraphs (a) and 

(c) of thi& section, except that the ad¬ 
justed Class I price shall not be less than 
the Class III price. 

§ 1131.53 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth 
day of each month the Class I price for 
the following month and the Class n and 
Class in prices for the preceding month. 

§1131.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for 
computing class prices or for other pur¬ 
poses is not available as prescribed in 
this part, the market administrator shall 
use a price or pricing constituent deter¬ 
mined by the Secretary to be equivalent 
to the price or pricing constituent that is 
required. 

Uniform Price 

§ 1131.60 Handler's value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect to 
each of his pool plants and of each han¬ 
dler described in § 1131.9 (b) and (c) as 
follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pur¬ 
suant to § 1131.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1131.44(a) (14) and the corresponding 
step of § 1131.44(b) by the respective 
class prices, as adjusted by the butterfat 
differential specified in § 1131.74, that are 
applicable at the location of the pool 
plant; 

(c) Add the following: 

(1) The amount obtained from multi¬ 
plying the difference between the Class 


m price for the preceding month and 
the Class I price applicable at the loca¬ 
tion of the pool plant for the current 
month by the hundredweight of skim 
milk and butterfat subtracted from Class 
I pursuant to § 1131.44(a) (9) and the 
corresponding step of § 1131.44(b); and 

(2) The amount obtained from multi¬ 
plying the difference between the Class 
III price for the preceding month and 
the Class II price for the current month 
by the lesser of: 

(i) The hundredweight of skim milk 
and butterfat subtracted from Class n 
pursuant to § 1131.44(a) (9) and the cor¬ 
responding step of § 1131.44(b) for the 
current month; or 

(ii) The hundredweight of skim milk 
and butterfat remaining in Class III 
after the computations pursuant to 
§ 1131.44(a) (12) and the corresponding 
step of § 1131.44(b) for the preceding 
month, less the hundredweight of skim 
milk and butterfat specified in subpara¬ 
graph (1) of this paragraph; 

(d) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the pool plant and the Class III price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1131.44(a) (7) (i) through (iv) 
and the corresponding step of § 1131.44 
(b), excluding receipts of bulk fluid 
cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class III 
price by the hundredweight of skim milk 
and butterfat subtracted from Class I 
pursuant to § 1131.44(a) (7) (v) and (vi) 
and the corresponding step of § 1131.44 
(b);and 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregu¬ 
lated supply plants from which an equiv¬ 
alent volume was received by the pounds 
of skim milk and butterfat subtracted 
from Class I pursuant to § 1131.44(a) (11) 
and the corresponding step of § 1131.44 
(b), excluding such skim milk and but¬ 
terfat in receipts of bulk fluid milk prod¬ 
ucts from an unregulated supply plant 
to the extent that an equivalent amount 
of skim milk or butterfat disposed of to 
such plant by handlers fully regulated 
under any Federal milk order is classi¬ 
fied and priced as Class I milk and is not 
used as an offset for any other payment 
obligation under any order. 

§ 1131.61 Computation of uniform 
price. 

For each month the market admin¬ 
istrator shall compute the uniform price 
per hundredweight of milk of 3.5 per¬ 
cent butterfat content received from 
producers as follows: 

(a) Combine into one total the values 
computed pursuant to § 1131.60 for all 
handlers who filed the reports prescribed 
by § 1131.30 for the month and who made 
the payments pursuant to§§1131.71 and 
1131.73 for the preceding month; 


(b) Add an amount equal to the total 
value of the minus location adjustments 
and subtract an amount equal to the 
plus location adjustments computed pur¬ 
suant to § 1131.75; 

(c) Add an amount equal to not less 
than one-half of the unobligated balance 
in the producer-settlement fund; 

(d) Divide the resulting amount by 
the sum of the following for all handlers 
included in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1131.60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight. 
The result shall be the “uniform price” 
for milk received from producers. 

§ 1131.62 Announcement of uniform 
price nnd butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month: and 

(b) The 11th day after the end of each 
month the uniform price for such month. 

Payments for Milk 
§ 1131.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund known 
as the “producer-settlement fund” into 
which he shall deposit all payments made 
by handlers pursuant to §5 1131.71 and 
1131.76 and out of which he shall make 
all payments pursuant to § 1131.72: Pro¬ 
vided, That payments due to any han¬ 
dler shall be offset by any payments due 
from such handler. 

§ 1131.71 Payment* to the producer- 
settlement fund. 

(a) On or before the 13th day after the 
end of the month, each handler shall 
pay to the market administrator the 
amount, if any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the 
handler for such month as determined 
pursuant to § 1131.60. 

(2) The sum of: 

(1) The value at the uniform price, as 
adjusted pursuant to § 1131.75, of such 
handler’s receipts of producer milk; and 

(ii) The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to § 1131.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to Class 
I at such plant. If there is such route 
disposition from such plant in marketing 
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areas regulated by two or more market¬ 
wide pool orders, the reconstituted skim 
milk allocated to Class I shall be pro¬ 
rated to each order according to such 
route disposition in each marketing area; 
and 

(2) Compute the value of the recon¬ 
stituted skim milk assigned in subpara¬ 
graph (1) of tills paragraph to route 
disposition in this marketing area by 
multiplying the quantity of such skim 
milk by the difference between the Class 
I price under this part that is applicable 
at the location of the other order plant 
(but not to be less than the Class III 
price) and the Class III price. 

§ 1131.72 Payments from the producer- 
settlcment fund. 

On or before the 14th day after the 
end of each month the market adminis¬ 
trator shall pay to each handler the 
amount, if any, by which the amount 
computed pursuant to 5 1131.71(a)(2) 
exceeds the amount computed pursuant 
to § 1131.71(a)(1). If at such time the 
balance in the producer-settlement fund 
is insufficient to make all payments pur¬ 
suant to this section, the market ad¬ 
ministrator shall reduce uniformly such 
payments and shall complete such pay¬ 
ments as soon as the appropriate funds 
are available. 

§ 1131.73 Payments to producers and to 
cooperative associations. 

(a) Except as provided in paragraph 

(b) of this section, each handler shall 
make payment to each producer from 
whom milk is received during the month 
as follows: 

(1) On or before the 27th day of each 
month to each producer who did not 
discontinue shipping milk to such han¬ 
dler before the 25th day of the month, 
an amount not less than 1.3 times the 
Class III price for the preceding month 
multiplied by the hundredweight of milk 
received from such producer during the 
first 15 days of the month, less proper 
deductions authorized by such producer 
to be made from payments due pursuant 
to this paragraph; and 

(2) On or before the 15th day of the 
following month, an amount equal to 
not less than the appropriate uniform 
price as adjusted pursuant to §§ 1131.74 
and 1131.75, multiplied by the hundred¬ 
weight of milk received from such pro¬ 
ducer during the month, subject to the 
following adjustments: (i) Less pay¬ 
ments made to such producer pursuant 
to subparagraph (1) of this paragraph, 
(ii) less deductions made for marketing 
services pursuant to § 1131.86, (ill) plus 
or minus adjustments for errors made in 
previous payments made to such pro¬ 
ducer, and (iv) less proper deductions 
authorized in writing by such producer: 
Provided, That if by such date such han¬ 
dler has not received full payment from 
the market administrator pursuant to 
5 1131.72 for such month, he may reduce 
pro rata his payments to producers by 
not more than the amount of such under¬ 
payment. Payments to producers shall 
be completed thereafter not later than 
the date for making payments pursuant 


to this paragraph next following after 
the receipt of the balance due from the 
market administrator; 

(b) In the case of a cooperative asso¬ 
ciation which the market administrator 
determines is authorized by its members 
to collect payment for their milk and 
which has so requested any handler in 
writing, such handler shall on or before 
the second day prior to the date on which 
payments are due individual producers, 
pay the cooperative association for milk 
received during the month from the 
producer-members of such association as 
determined by the market administrator 
an amount equal to not less than the 
total due such producer-members as de¬ 
termined pursuant to paragraph (a) of 
this section; 

(c) Each handler who receives milk 
during the month from producers for 
which payment is to be made to a coop¬ 
erative association pursuant to para¬ 
graph (b) of this section shall report to 
such cooperative association or to the 
market administrator for transmittal to 
such cooperative association for each 
such producer as follows: 

(1) On or before the 25th day of the 
month, the total pounds of milk received 
during the first 15 days of such month; 
and 

(2) On or before the seventh day of 
the following month (i) the pounds of 
milk received each day and the total for 
the month, together with the butterfat 
content of such milk, (ii) the amount or 
rate and nature of any authorized de¬ 
ductions to be made from payments, and 
(iii) the amount and nature of payments 
due pursuant to § 1131.77; and 

(d) Each handler who receives milk 
from a cooperative association in its 
capacity as a handler pursuant to 
§ 1131.9(c) or as the operator of a pool 
plant shall, on or before the second day 
prior to the date payments are due indi¬ 
vidual producers, pay such cooperative 
association for such milk as follows: 

(1) A partial payment for milk re¬ 
ceived from such cooperative association 
during the first 15 days of the month at 
not less than 1.3 times the Class III price 
for the preceding month; and 

(2) In final settlement, the value of 
such milk as classified pursuant to 
§ 1131.44 at the class prices, as adjusted 
by the butterfat differential specified in 
§ 1131.74. that are applicable at the loca¬ 
tion of the receiving handler’s pool plant, 
less payment made pursuant to subpara¬ 
graph (1) of this paragraph. 

§1131.74 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a but¬ 
terfat differential, rounded to the nearest 
one-tenth cent, which shall be 0.115 
times the simple average of the whole¬ 
sale selling prices (using the midpoint 
of any price range as one price) of Grade 
A (92-score) bulk butter per pound at 
Chicago, as reported by the Department 
for the month. 


§ 1131.75 Plant location adjustments 
for producers and on nonpool milk. 

(a) The uniform price for producer 
milk received at a pool plant shall be 
adjusted according to the location of the 
pool plant, at the rates set forth in 
§ 1131.52; and 

(b) The uniform price applicable to 
other source milk shall be subject to the 
same adjustments applicable to the uni¬ 
form price under paragraph (a) of this 
section, except that the adjusted uniform 
price shall not be less than the Class in 
price. 

§ 1131.76 Payments by handler operat¬ 
ing a partially regulated distributing 
plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to paragraph 
(a) of this section. If the handler sub¬ 
mits pursuant to §§ 1131.30(b) and 
1131.31(b) the information necessary for 
making the computations, such handler 
may elect to pay in lieu of such payment 
the amount computed pursuant to para¬ 
graph (b) of this section: 

(a) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the pounds of route dis¬ 
position in the marketing area from the 
partially regulated distributing plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of an¬ 
other Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (but not to 
be less than the Class HI price); and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class III price) and the Class m 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the value that would 
have been computed pursuant to 
5 1131.60 for the partially regulated dis- 
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tributing plant if the plant had been a 
pool plant, subject to the following 
modifications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in 
which such products were classified at 
the fully regulated plant; 

(ii) Fluid milk products and bulk 
fluid cream products transferred from 
the partially regulated distributing plant 
to a pool plant or an other order plant 
shall be classified at the partially reg¬ 
ulated distributing plant in the- class to 
which allocated at the fully regulated 
plant. Such transfers shall be allocated 
to the extent possible to those receipts 
at the partially regulated distributing 
plant from pool plants and other order 
plants that are classified in the corre¬ 
sponding class pursuant to subdivision 

(i) of this subparagraph. Any such 
transfers remaining after the above al¬ 
location which are classified in Class I 
and for which a value is computed for 
the handler operating the partially reg¬ 
ulated distributing plant pursuant to 
§ 1131.60 shall be priced at the uniform 
price (or at the weighted average price 
if such is provided) of the respective or¬ 
der regulating the handling of milk at 
the transferee plant, with such uniform 
price adjusted to the location of the 
nonpool plant (but not to be less than 
the lowest class price of the respective 
order), except that transfers of recon¬ 
stituted skim milk in filled milk shall 
be priced at the lowest class price of the 
respective order; and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant 
to § 1131.60 for such handler shall in¬ 
clude, in lieu of the value of other source 
milk specified in § 1131.60(f) less the 
value of such other source milk specified 
in § 1131.71(a) (2) (ii), a value of milk 
determined pursuant to § 1131.60 for 
each nonpool plant that is not an other 
order plant which serves as a supply 
plant for such partially regulated distrib¬ 
uting plant by making shipments to 
the partially regulated distributing plant 
during the month equivalent to the re¬ 
quirements of § 1131.7(b), subject to the 
following conditions: 

(a) The operator of the partially reg¬ 
ulated distributing plant submits with 
his reports filed pursuant to §§ 1131.30 

(b) and 1131.31(b) similar reports for 
each such nonpool supply plant; 

(b) The operator of such nonpool sup¬ 
ply plant maintains books and records 
showing the utilization of all skim milk 
and butterfat received at such plant 
which are made available if requested 
by the market administrator for verifica¬ 
tion purposes; and 

(c) The value of milk determined pur¬ 
suant to § 1131.60 for such nonpool sup¬ 
ply plant shall be determined in the 
same manner prescribed for computing 
the obligation of such partially regulated 
distributing plant; and 


(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the opera¬ 
tor of such partially regulated distribut¬ 
ing plant for milk received at the plant 
during the month that would have been 
producer milk if the plant had been fully 
regulated; 

(ii) If subparagraph (1) (iii) of this 
paragraph applies, the gross payments 
by the operator of such nonpool supply 
plant for milk received at the plant dur¬ 
ing the month that would have been 
producer milk if the plant had been fully 
regulated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of an¬ 
other order under which such plant is 
also a partially regulated distributing 
plant and like payments by the operator 
of the nonpool supply plant if subpara¬ 
graph (1) (iii) of this paragraph applies. 

§ 1131.77 Adjustment of accounts. 

Whenever audit by the market ad¬ 
ministrator of any reports, books, rec¬ 
ords, or accounts or other verification 
discloses errors resulting in monies due 
(a) the market administrator from a 
handler, (b) a handler from the market 
administrator, or (c) any producer or 
cooperative association from a handler, 
the market administrator shall promptly 
notify such handler of any amount so 
due and payment thereof shall be made 
on or before the next date for making 
payments set forth in the provisions un¬ 
der which such error occurred. 

§ 1131.78 Charges on overdue accounts. 

Any unpaid obligation of a handler 
pursuant to § 1131.71 or § 1131.77 relative 
to payments to the producer-settlement 
fund shall be increased one-half of 1 per¬ 
cent on the second day following the due 
date of such obligation and on the 15th 
day of each month thereafter until such 
obligation is paid. 

Administrative Assessment and 
Marketing Service Deduction 

§ 1131.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense 
of administration of the order, each han¬ 
dler shall pay to the market administra¬ 
tor on or before the 15th day after the 
end of the month 4 cents per hundred¬ 
weight, or such lesser amount as the 
Secretary may prescribe, with respect to: 

(a) Producer milk (including such 
handler’s own production); 

(b) Other source milk allocated to 
Class I pursuant to 5 1131.44(a) (7) and 
(11) and the corresponding steps of 
§1131.44(b), except such other source 
milk that is excluded from the computa¬ 
tions pursuant to § 1131.60 (d) and (f); 
and 

(c) Class I milk disposed of from a 
partially regulated distributing plant as 
route disposition in the marketing area 
that exceeds the skim milk and butterfat 
subtracted pursuant to 51131.76(a)(2). 


§ 1131.86 Deduction for marketing 
services. 

(a) Except as set forth in paragraph 
(b) of this section, each handler, in mak¬ 
ing payments to producers for milk 
(other than milk of his own production) 
pursuant to § 1131.73, shall deduct 5 
cents per hundredweight, or such amount 
not exceeding 5 cents per hundred¬ 
weight as may be prescribed by the Sec¬ 
retary, and shall pay such deductions 
to the market administrator on or before 
the 15th day after the end of the month. 
Such money shall be used by the market 
administrator to provide market infor¬ 
mation and to check the accuracy of the 
testing and weighing of their milk for 
producers who are not receiving such 
service from a cooperative association; 
and 

(b) In the case of producers who are 
members of a cooperative association 
which the Secretary has determined is 
actually performing the services set forth 
in paragraph (a) of this section, each 
handler shall (in lieu of the deduction 
specified in paragraph (a) of this sec¬ 
tion), make such deductions from the 
payments to be made to such producers 
as may be authorized by the membership 
agreement or marketing contract be¬ 
tween such cooperative association and 
such producers, and on or before the 
13th day after the end of each month, 
pay such deductions to the cooperative 
association of which such producers are 
members, furnishing a statement show¬ 
ing the amount of such deductions and 
the amount of milk for which such de¬ 
duction was computed for each producer. 
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PANHANDLE MARKETING AREA 

Subpart—Order Regulating Handling 

General Provisions 

Sec. 
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Sec. 

1132.43 General classification rules. 

1132.44 Classification of producer milk. 

1132.45 Market administrator's reports and 

announcements concerning clas¬ 
sification . 

Class Prices 

1132.50 Class prices. 

1132.51 Basic formula price. 

1132.52 Plant location adjustments for 

handlers. 

1132.53 Announcement of class prices. 

1132.54 Equivalent price. 

Uniform Price 
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1132.61 Computation of uniform price. 
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producers and on nonpool milk. 

1132.76 Payments by handler operating a 
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plant. 

1132.77 Adjustment of accounts. 
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Service Deduction 
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1132.86 Deduction for marketing serv ices. 

Authority: The provisions of this Part 
1132 Issued under secs. 1-18. 48 Stat. 31, as 
amended; 7 U.S.C. 601-674. 

General Provisions 

§1132.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 

Definitions 

§ 1132.2 Texas Panhandle marketing 
area. 

“Texas Panhandle marketing area," 
hereinafter called the “marketing area,*' 
means all of the territory within the 
counties of Armstrong, Briscoe, Carson, 
Childress, Collingsworth, Dallam, Deaf 
Smith, Donley, Gray. Hall, Hansford. 
Hartley, Hemphill, Hutchinson, Moore, 
Oldham, Ochiltree, Potter, Randall, Rob¬ 
erts. Sherman, Swisher, and Wheeler, all 
in the State of Texas, and Beckham in 
the State of Oklahoma. 

§ 1132.3 [Reserved] 

§ 1132.1 [ Reserved] 

§1132.5 Distributing plant. 

'‘Distributing plant*' means a plant 
which is approved by an appropriate 
health authority for the processing or 
packaging of Grade A milk and from 
which any fluid milk product is disposed 
of during the month on routes (including 
routes operated by vendors) or through 
plant stores to retail or wholesale outlets 


(except pool plants) located in the mar¬ 
keting area. 

§1132.6 Supply plant. 

“Supply plant” means a plant from 
which milk or skim milk which is ac¬ 
ceptable to the appropriate health au¬ 
thority for distribution in the marketing 
area under a Grade A label is shipped 
during the month to a pool plant quali¬ 
fied pursuant to § 1132.7(a). 

§1132.7 Pool plant. 

Except as provided in paragraph (c) 
of this section, “pool plant” means a 
plant described in paragraph (a) or (b) 
of this section. If a portion of a plant 
is physically apart from the Grade A 
portion of such plant, is operated sepa¬ 
rately and is not approved by any health 
authorities for the receiving, processing, 
or packaging of any fluid milk product 
for Grade A disposition, it shall not be 
considered as part of a plant qualified 
pursuant to this section. 

(a) A distributing plant from which 
a volume of Class I milk, except filled 
milk; 

(1) Not less than 50 percent of the 
Grade A milk received at such plant 
from dairy farmers, from handlers de¬ 
scribed in 5 1132.9(c), and from other 
plants, is disposed of during the month 
on routes (including routes operated by 
vendors) or through plant stores to re¬ 
tail or wholesale outlets (except pool 
plants); and 

(2) Not less than 15 percent of such 
receipts, or an average of not less than 
10,000 pounds per day, whichever is less, 
is so disposed of to such outlets in the 
marketing area. 

(b) A supply plant from which the 
volume of fluid milk products, except 
filled milk, shipped during the month to 
pool plants qualified pursuant to para¬ 
graph (a) of this section is not less than 
50 percent of the Grade A milk received 
at such plant from dairy farmers and 
from handlers described in § 1132.9(c) 
during such month: Provided, That if 
such shipments are not less than 75 per¬ 
cent of the receipts of Grade A milk at 
such plant during the immediately pre¬ 
ceding period of September through No¬ 
vember. such plant may, upon written 
application to the market administrator 
on or before March 1 of any year, be 
designated as a pool plant for the months 
of March through June of such year. 

(c) The term “pool plant” shall not 
apply to the following plants: 

(1) A producer-handler plant; 

(2) A distributing plant meeting the 
requirements of paragraph (a) of this 
section which also meets the pooling 
requirements of another Federal order 
and from which, the Secretary deter¬ 
mines, a greater quantity of Class I milk, 
except filled milk, is disposed of during 
the month on routes in such other Fed¬ 
eral order marketing area than was dis¬ 
posed of to retail and wholesale outlets 
(excluding pool plants) in this market¬ 
ing area, except that if such plant was 
subject to all the provisions of this order 
in the immediately preceding month, it 
shall continue to be subject to all the 
provisions of this order until the third 


consecutive month in which a greater 
proportion of such Class I disposition is 
made in such other marketing area un¬ 
less notwithstanding the provisions of 
this subparagraph it is regulated under 
such other order. On the basis of a 
written application made by the plant 
operator at least 15 days prior to the 
date for which a determination of the 
Secretary is to be effective, the Sec¬ 
retary may determine that the Class I 
dispositions in the respective marketing 
areas to be used for purposes of this sub- 
paragraph shall exclude (for a specified 
period of time) such Class I disposition 
made under limited term contracts to 
governmental bases and institutions; 
and 

(3) A distributing plant meeting the 
requirements of paragraph (a) of this 
section which also meets the pooling 
requirements of another Federal order 
on the basis of distribution in such other 
marketing area and from which, the 
Secretary determines, a greater quan¬ 
tity of Class I milk, except filled milk, 
is disposed of during the month to re¬ 
tail and wholesale outlets (excluding 
pool plants) in this marketing area than 
is disposed of on routes in such other 
marketing area but which plant is nev¬ 
ertheless fully regulated under such 
other Federal order. 

§ 1132.8 Nonpool plant. 

‘•Nonpool plant*' means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant” means a 
plant that is fully subject to the pricing 
and pooling provisions of another order 
issued pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order < including this 
part) issued pursuant to the Act. 

(c) “Partially regulated distributing 
plant*' means a nonpool plant that is 
neither an other order plant nor a pro¬ 
ducer-handler plant, from which fluid 
milk products in consumer-type pack¬ 
ages or dispenser units are distributed 
on routes (including routes operated by 
vendors) or through plant stores to re¬ 
tail or wholesale outlets (except pool 
plants) in the marketing area during 
the month. 

(d) “Unregulated supply plant” means 
a nonpool plant from which fluid milk 
products eligible for distribution in the 
marketing area are moved to a pool 
plant during the month, but which is 
neither an other order plant nor a pro¬ 
ducer-handler plant. 

§ 1132.9 Handler. 

“Handler” means: 

(a) Any person who operates a pool 
plant; 

(b) Any cooperative association with 
respect to milk of producers which Is 
diverted pursuant to 5 1132.13 for the 
account of such association; 

(c) Any cooperative association with 
respect to milk of its member producers 
picked up at the farm for delivery to the 
pool plant of another handler in a tank 
truck owned or operated by such asso- 
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ciation or under control of such asso¬ 
ciation, by contract or otherwise, in such 
a way that the association supervises 
and controls the determination of farm 
weights and tests of the milk of each of 
such member producers; 

<d) Any person who operates a par¬ 
tially regulated distributing plant; 

(e) A producer-handler; or 

(f) Any person who operates an other 
order plant described in § 1132.7(c). 

§ 1132.10 Producer-liantller. 

“Producer-handler” means any person 
who operates a dairy farm and a distrib¬ 
uting plant but who receives no milk 
from other dairy farmers and who dis¬ 
poses of no fluid milk products in excess 
of his own milk production and fluid milk 
products received from pool plants. 

§ 1132.11 [Reserved] 

§1132.12 Producer. 

(a) Except as provided in paragraph 

(b) of this section, “producer” means 
any person who produces milk in com¬ 
pliance with Grade A inspection require¬ 
ments of a duly constituted health au¬ 
thority, which milk is (1> received at a 
pool plant, or (2) diverted pursuant to 
§ 1132.13. 

(b) “Producer” shall not include: 

(1) A producer-handler as defined in 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to a 
pool plant from an other order plant 
if the other order designates such person 
as a producer under that order and such 
milk is allocated pursuant to § 1132.44 
to Class n or Class III utilization; and 

(3) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if 
the other order designates such person 
as a producer under that order with re¬ 
spect to such milk. 

§1132.13 Producer milk. 

“Producer milk” means the skim milk 
and butterfat in milk from a producer 
that is handled by a pool plant operator 
or a handler described in § 1132.9 (b) and 

(c) as follows: 

(a) Producer milk of a handler oper¬ 
ating a pool plant is skim milk and 
butterfat in milk: 

(1) Diverted by the operator of such 
pool plant for his account to a nonpool 
plant that is not a producer-handler 
plant, subject to the limits prescribed 
in paragraph (d) of this section: and 

(2) Received at such pool plant di¬ 
rectly from producers and from a han¬ 
dler described in § 1132.9(c). If the han¬ 
dler to which the milk is delivered 
purchases the milk on the basis of 
•weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
entire truckload shall be considered a 
receipt of producer milk at the first 
plant of delivery. 

(b> Producer milk of a handler de¬ 
scribed in § 1132.9(b) is skim milk and 
butterfat in milk received by such han¬ 
dler from producers* farms and diverted 
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by such handler for its account to a non¬ 
pool plant that is not a producer-handler 
plant, subject to the limits prescribed 
in paragraph (d) of this section. 

<c) Producer milk of a handler de¬ 
scribed in § 1132.9(c) is skim milk and 
butterfat in milk received by such han¬ 
dler from producers’ farms in excess 
of the quantity delivered to pool plants. 
Such milk shall be priced to such han¬ 
dler at the location of the pool plant 
to which most of the milk in the tank 
truck was delivered during the month. 

(d) Diverted milk is producer milk in 
any month only to the extent it meets 
conditions set forth in this paragraph: 

(1) It is claimed as producer milk by 
the diverting handler in his report filed 
pursuant to § 1132.30; 

(2> It is milk received from a dairy 
farmer who had producer status imme¬ 
diately prior to such diversion; 

(3) It is not in excess of 15 days’ pro¬ 
duction of each producer during any of 
the months July through February; and 

(4) Such diverted producer milk shall 
be priced at the location of the pool plant 
where the producer’s milk was last physi¬ 
cally received. 

§ 1132.14 Other source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products and 
bulk fluid cream products from any 
source other than producers, handlers de¬ 
scribed in § 1132.9(c), pool plants, or in¬ 
ventory at the beginning 9 f the month; 

(b) Receipts in packaged form from 
other plants of products specified in 
§ 1132.40(b)(1); 

(c) Products (other than fluid milk 
products and products specified in 
§ 1132.40(b) (1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1132.40(b) (1)) for 
which the handler fails to establish a 
disposition. 

§1132.15 Fluid milk product. 

(a) Except as provided in paragraph 
(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form: 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1132.40 (b) or (c)(1) (i) through 
(viii) if it contains by weight at least 
80-percent water and 6.5 percent nonfat 
milk solids and less than 9-percent but¬ 
terfat and 20 percent total solids. 

(b) The term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 


densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey ; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of 
the quantity of skim milk in an equal vol¬ 
ume of an unmodified product of the 
same nature and butterfat content. 

§1132.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 
cluding a cultured mixture) of cream and 
milk or skim milk containing 9 percent 
or more butterfat. 

§1132.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified, by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat 
(or oil). 

§ 1132.18 Cooperative association. 

“Cooperative association” means any 
cooperative marketing association which 
the Secretary determines, after applica¬ 
tion by the association: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of Febru¬ 
ary 18. 1922, as amended, known as the 
“Capper-Volstead Act”; and 

(b) To have full authority in the sale 
of milk of its members and to be engaged 
in making collective sales of or market¬ 
ing milk or its products for its members. 

Handler Reports 

§ 1132.30 Report* of rceeipU and utili¬ 
zation. 

On or before the seventh day after the 
end of each month, each handler shall 
report for such month to the market 
administrator, in the detail and on the 
forms prescribed by the market adminis¬ 
trator, as follows: 

(а) Each handler, with respect to each 
of his pool plants, shall report the quan¬ 
tities of skim milk and butterfat con¬ 
tained in or represented by: 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 

(2) Receipts of milk from handlers de¬ 
scribed in § 1132.9(c); 

(3) Receipts of fluid milk products and 
fluid cream products from other pool 
plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1132.40(b) 
(1); and 

(б) The utilization or disposition of all 
milk, filled milk, and milk products re¬ 
quired to be reported pursuant to this 
paragraph. 


FEDERAL REGISTER, VOL. 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 






PROPOSED RULE MAKING 


(b) Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 
Receipts of milk that would have been 
producer milk if the plant had been fully 
regulated shall be reported in lieu of 
producer milk. Such report shall show 
also the quantity of any reconstituted 
skim milk in route disposition of fluid 
milk products in the marketing area. 

(c) Each handler described in § 1132.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of 
all such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 
tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as the 
market administrator may prescribe. 

§1132.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler 
described in §1132.9 (a), (b), and (c) 
shall report to the market administrator 
his producer payroll for such month, in 
the detail prescribed by the market ad¬ 
ministrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and 
nature of any deductions, and the net 
amount paid. 

(b) Each handler operating a partially 
regulated distributing plant who elects 
to make payment pursuant to 
§ 1132.76(b) shall report for each dairy 
farmer who would have been a producer 
if the plant had been fully regulated in 
the same manner as prescribed for re¬ 
ports required by paragraph (a) of this 
section. 

§ 1132.32 Ollier reports. 

(a) Each handler, except a producer- 
handler, shall report to the market ad¬ 
ministrator in detail and on forms pre¬ 
scribed by the market administrator: 

(1) On or before the first day other 
source milk is received in the form of 
any fluid milk product at his pool 
plant(s), his intention to receive such 
product, and on or before the last day 
such product is received, his intention 
to discontinue receipt of such product; 
and 

(2) Prior to his diversion of producer 
milk to a nonpool plant, his intention to 
divert such milk, the proposed date or 
dates of such diversion and the plant to 
which such milk is to be diverted. 

(b) In addition to the reports required 
pursuant to §§ 1132.30 and 1132.31 and 
paragraph (a) of this section, each 
handler shall report such other informa¬ 
tion as the market administrator deems 
necessary to verify or establish such 
handler’s obligation under the order. 


Classification or Milk 
§1132.10 Classes of utilization. 

Except as provided in § 1132.42. all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1132.30 shall be classified as follows: 

(a) Class 1 milk. Except as provided 
in paragraph (c) of this section. Class 

I milk shall be all skim milk and 
butterfat: 

(1) Disposed of in the form of 
a fluid milk product; and 

(2) Not specifically accounted for as 
Class II or Class in milk. 

(b) Class II milk . Except as provided 
in paragraph (c) of this section. Class 

II milk shall be all skim milk and 
butterfat: 

(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition 
of nonfat milk solids shall be Class II 
milk in an amount equal only to the 
weight of an equal volume of an un¬ 
modified product of the same nature 
and butterfat content; 

(2) In packaged inventory at the end 
of the month of the products specified 
in subparagraph (1) of this paragraph; 
and 

(3) Used to produce cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class HI milk shall 
be all skim milk and butterfat: 

(1) Used to produce: 

(1) Cheese (other than cottage cheese, 
lowfat cottage cheese, and dry curd cot¬ 
tage cheese); 

(ii) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(iii) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b) (1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified 
in subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of 
this section; 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of 
to any commercial food processing es¬ 
tablishment (other than a milk or filled 
milk plant) at which food products 
(other than milk products and filled 
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milk) are processed and from which 
there is no disposition of fluid milk prod¬ 
ucts or fluid cream products other than 
those received in consumer-type pack¬ 
ages; 

(3) In inventory at the end of the 
month of fluid milk products hi bulk 
or packaged form and products speci¬ 
fied in paragraph (b)(1) of this section 
in bulk form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a han¬ 
dler for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler 
if the market administrator is notified 
of such dumping in advance and is given 
the opportunity to verify such disposi¬ 
tion: 

(6) In skim milk in any modified fluid 
milk product or modified product speci¬ 
fied in paragraph (b) (1) of tills section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class H milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1132.41(a) to the receipts specified in 
§ 1132.41(a)(2) and in shrinkage speci¬ 
fied in § 1132.41 <b) and (c). 

§ 1132.11 Shrinkage* 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1132.30, the mar¬ 
ket administrator shall determine the 
following; 

(a) The pro rata assignment of shrink¬ 
age of skim milk and butterfat. respec¬ 
tively, at each pool plant to the re¬ 
spective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this sec¬ 
tion on which shrinkage is allowed pur¬ 
suant to such paragraph: and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of this 
section which w T as received in the form 
of a bulk fluid milk product: 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursuant 
to paragraph (a) of this section to the 
receipts specified in subparagraph (1) 
of such paragraph that is not in excess 
of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant and milk re¬ 
ceived from a handler described in 
§ 1132.9(c)); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1132.9(c), except that if the operator 
of the plant to which the milk is delivered 
purchases the milk on the basis of 
weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
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milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to 
which the milk is delivered purchases 
such milk on the basis of weights deter¬ 
mined by farm bulk tank calibration and 
butterfat tests determined from farm 
bulk tank samples, the applicable per¬ 
centage under this subparagraph shall 
be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 



milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class n or Class in classi¬ 
fication is requested by the operators 
of both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received from unregulated 
supply plants, excluding the quantity for 
which Class H or Class III classification 
Is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat, respectively, in bulk milk 
transferred to other plants that is not 
In excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 
(1), (2), (4), (5), and (6) of this para¬ 
graph; and 

(c) The quantity of skim milk and 
butterfat, respectively, in shrinkage of 
milk from producers for which a coop¬ 
erative association is the handler pur¬ 
suant to § 1132.9 (b) or <c), but not in 
excess of 0.5 percent of the skim milk 
and butterfat. respectively, in such milk. 
If the operator of the plant to which the 
milk is delivered purchases such milk on 
the basis of weights determined by farm 
bulk tank calibration and butterfat tests 
determined from farm bulk tank sam¬ 
ples, the applicable percentage under this 
paragraph for the cooperative associa¬ 
tion shall be zero. 

§ 1132.12 Clarification of transfers and 
diversions, 

(a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant shall be classified as 
Class I milk unless the operators of both 
plants request the same classification in 
another class. In either case, the classi¬ 
fication of such transfers shall be sub¬ 
ject to the following conditions: 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat, re¬ 
spectively, remaining in such class at the 
transferee-plant after the computations 
pursuant to § 1132.44(a) (12) and the 
corresponding step of § 1132.44(b); 

(2) If the transferor-plant received 
during the month other source milk to 
be allocated pursuant to § 1132.44(a) (7) 
or the corresponding step of § 1132.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 


(3) If the transferor-handler re¬ 
ceived during the month other source 
milk to be allocated pursuant to § 1132.44 
(a) (11) or (12) or the corresponding 
steps of § 1132.44(b), the skim milk or 
butterfat so transferred, up to the total 
of the skim milk and butterfat, respec¬ 
tively, in such receipts of other source 
milk, shall not be classified as Class 
I milk to a greater extent than would 
be the case if the other source milk had 
been received at the transferee-plant. 

(b) Transfers and diversions to other 
order plants . Skim milk or butterfat 
transferred or diverted in the form of 
a fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the fol¬ 
lowing manner. Such classification shall 
apply only to the skim milk or butterfat 
that is in excess of any receipts at the 
pool plant from the other order plant of 
skim milk and butterfat, respectively, in 
fluid milk products and bulk fluid cream 
products, respectively, that are in the 
same category as described in subpara¬ 
graph (1), (2), or (3) of this paragraph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this 
paragraph); 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class n or Class m milk to the extent 
of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 

(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other 
order is not available to the market ad¬ 
ministrator for the purpose of estab¬ 
lishing classification under this para¬ 
graph, classification shall be as Class I, 
subject to adjustment when such infor¬ 
mation is available; 

(5) For purposes of this paragraph, if 
the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class consist¬ 
ing primarily of fluid milk products shall 
be classified as Class I milk, and skim 
milk or butterfat allocated to the other 
classes shall be classified as Class III 
milk; and 

(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a fluid 
milk product under such other order, 
classification under this paragraph shall 
be in accordance with the provisions of 
§ 1132.40. 

(c) Transfers to producer-handlers . 
Skim milk or butterfat transferred in 
the following forms from a pool plant to 
a producer-handler under this or any 
other Federal order shall be classified: 


(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market adminis¬ 
trator, if transferred in the form of a 
bulk fluid cream product. For this pur¬ 
pose, the producer-handler’s utilization 
of skim milk and butterfat in each class, 
in series beginning with Class m, shall 
be assigned to the extent possible to his 
receipts of skim milk and butterfat, re¬ 
spectively, in bulk fluid cream products, 
pro rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant 
or a producer-handler plant shall be 
classified: , , 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 
diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply: 

(i) If the conditions described in (a) 
and (b) of this subdivision are met. 
transfers or diversions in bulk form shall 
be classified on the basis of the assign¬ 
ment of the nonpool plant’s utilization 
to its receipts as set forth in subdivisions 
(ii) through (viii) of this subparagraph: 

(a) The transferor-handler or di¬ 
vertor-handler claims such classification 
in his report of receipts and utilization 
filed pursuant to § 1132.30 for the month 
within which such transaction occurred; 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the uti¬ 
lization of all skim milk and butterfat 
received at such plant which are made 
available for verification purposes if re¬ 
quested by the market administrator; 

(ii) Route disposition of fluid milk 
products in the marketing area of each 
Federal milk order from the nonpool 
plant and transfers of packaged fluid 
milk products from such nonpool plant to 
plants fully regulated thereunder shall 
be assigned to the extent possible in the 
following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants; 

(b) Pro rata to any remaining unas¬ 
signed receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant 
from pool plants: and 

(d) Pro rata to any remaining unas- 
slgned receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(ill) Any remaining Class I disposition 
of packaged fluid milk products from 
the nonpool plant shall be assigned to 
the extent possible pro rata to any re¬ 
maining unassigned receipts of pack¬ 
aged fluid milk products at such nonpool 
plant from pool plants and other order 
plants; 

(iv) Transfers of bulk fluid milk 
products from the nonpool plant to a 
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plant fully regulated under any Federal 
milk order, to the extent that such trans¬ 
fers to the regulated plant exceed re¬ 
ceipts of fluid milk products from such 
plant and are allocated to Class I at the 
transferee-plant, shall be assigned to the 
extent possible in the following se¬ 
quence : 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from pool 
plants; and 

(b) Pro rata to any remaining unas¬ 
signed receipts of fluid milk products at 
such nonpool plant from other order 
plants; 

<v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence; 

(a) To such nonpool plant's receipts 
from dairy farmers who the market ad¬ 
ministrator determines constitute regular 
sources of Grade A milk for such nonpool 
plant; and 

(b) To such nonpool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 
which the market administrator deter¬ 
mines constitute regular sources of Grade 
A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent possible 
first to any remaining Class I utilization, 
then to Class m utilization, and then to 
Class n utilization at such nonpool 
plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, to 
the extent possible first to any remaining 
Class III utilization, then to any remain¬ 
ing Class EC utilization, and then to Class 
I utilization at such nonpool plant; and 

(viii) In determining the nonpool 
plant's utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a plant 
not fully regulated under any Federal 
milk order shall be classified on the basis 
of the second plant's utilization using the 
same assignment priorities at the second 
plant that are set forth in this sub- 
paragraph. 

§ 1132.43 General classification rules. 

In determining the classification of 
producer milk pursuant to § 1132.44, the 
following rules shall apply: 

(a) Each month the market admin¬ 
istrator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to S 1132.30 and shall compute 
separately for each pool plant and for 
each cooperative association with respect 
to milk for which it is the handler 
pursuant to § 1132.9 (b) or (c) the 
pounds of skim milk and butterfat, re¬ 
spectively, in each class in accordance 
with §5 1132.40, 1132.41, and 1132.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds 
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of skim milk in such product that are to 
be considered under this part as used or 
disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c> The classification of producer milk 
for which a cooperative association is the 
handler pursuant to $ 1132.9 (b) or (c) 
shall be determined separately from the 
operations of any pool plant operated by 
such cooperative association. 

§ 1132.44 Clarification of producer 
milk. 

For each month the market admin¬ 
istrator shall determine the classifica¬ 
tion of producer milk of each handler 
described in § 1132.9(a) for each of his 
pool plants separately and of each 
handler described in 3 1132.9 (b) and (c) 
by allocating the handler's receipts of 
skim milk and butterfat to his utilization 
as follows: 

(а) Skim milk shall be allocated in 
the following manner; 

(1) Subtract from the total pounds of 
skim milk in Class m the pounds of skim 
milk in shrinkage specified in 
§ 1132.41(b); 

(2) Subtract from the total pounds of 
skim milk in Class I the pounds of skim 
milk in receipts of packaged fluid milk 
products from an unregulated supply 
plant to the extent that an equivalent 
amount of skim milk disposed of to such 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in flui$ milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtacted 
pursuant to subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class in milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

<ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in S 1132.40(b) (1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class H; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in products specified 
in § 1132.40(b) (1) that were in inven¬ 
tory at the beginning of the month in 
packaged form, but not in excess of the 
pounds of skim milk remaining in Class 
H; 

(б) Subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such 6kim 
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milk that was classified as Class in milk 
pursuant to 5 1132.40(c)(6)), any prod¬ 
uct specified in 5 1132.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class n; 

(7) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in each class, in series begin¬ 
ning with Class in, the pounds of skim 
milk in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged Inventory at the be¬ 
ginning of the month of products speci¬ 
fied in 5 1132.40(b)(1) that were not 
subtracted pursuant to subparagraphs 
(4), (5),and (6) of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for w r hich Grade A 
certification is not established; 

(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order; 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that Is regulated under any Fed¬ 
eral milk order providing for individual- 
handler pooling, to the extent that recon¬ 
stituted skim milk is allocated to Class I 
at the transferor-plant; 

(8) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in Class n and Class HI, in 
sequence beginning with Class IH: 

(i> The pounds of skim milk in re¬ 
ceipts of fluid milk products from an 
unregulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2) and (7) (v) of this paragraph for 
which the handler requests a classifica¬ 
tion other than Class I, but not in excess 
of the pounds of skim milk remaining in 
Class n and Class m combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2), 
(7)(v), and (8) (i) of this paragraph 
which are in excess of the pounds of skim 
milk determined pursuant to (a) through 

(c) of this subdivision. Should the pounds 
of skim milk to be subtracted from Class 
II and Class in combined exceed the 
pounds of skim milk remaining in such 
classes, the pounds of skim milk In 
Class II and Class in shall be increased 
(increasing Class III first to the extent 
permitted by the handler's total Class m 
utilization at his other pool plants) by 
an amount equal to such quantity to be 
subtracted and the pounds of skim milk 
in Class I shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this 
allocation step at other pool plants of the 
handler shall be adjusted to the extent 
possible In the reverse direction by a like 
amount. 8uch adjustment shall be made 
at the other plants in sequence beginning 
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with the plant having the least minus 
location adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class 
I at this allocation step at all pool plants 
of the handler: 

(b) Subtract from the above result the 
sum of the pounds of skim milk in re¬ 
ceipts at all pool plants of the handler 
of producer milk, fluid milk products 
from pool plants of other handlers, and 
bulk fluid milk products from other order 
plants that were not subtracted pursuant 
to subparagraph (7) (vi) of this para¬ 
graph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the 
receipts of skim milk in fluid milk prod¬ 
ucts from unregulated supply plants 
that remain at this pool plant is of all 
such receipts remaining at this alloca¬ 
tion step at all pool plants of the han¬ 
dler; and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk products from 
an other order plant that are in ex¬ 
cess of bulk fluid milk products trans¬ 
ferred or diverted to such plant and that 
were not subtracted pursuant to subpar¬ 
agraph (7) (vi) of tills paragraph, if Class 
n or Class m classification is requested 
by the operator of the other order plant 
and the handler, but not in excess of 
the pounds of skim milk remaining in 
Class n and Class HI combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class III, the pounds of 
skim milk in fluid milk products and 
products specified in § 1132.40(b)(1) in 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class III the pounds of 
skim milk subtracted pursuant to sub- 
paragraph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk 
remaining in Class I and in Class n 
and Class HI combined at this alloca¬ 
tion step at all pool plants of the han¬ 
dler. with the quantity prorated to Class 
II and Class III combined being sub¬ 
tracted first from Class III and then from 
Class II, the pounds of skim milk in re¬ 
ceipts of fluid milk products from an 
unregulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2), (7) (v), and (8) (i) and (ii) of 
this paragraph and that were not offset 
by transfers or diversions of fluid milk 
products to the same unregulated supply 
plant from which fluid milk products to 
be allocated at this step were received: 

(i) Should the pounds of skim milk 
to be subtracted from any class pursu¬ 
ant to tills subparagraph exceed the 
pounds of skim milk remaining in such 
class, the pounds of skim milk in such 
class shall be increased by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in the other 
classes (beginning with the hlgher- 
px*iced class) shall be decreased by a like 


amount. In such case, the pounds of 
skim milk remaining in each class at this 
allocation step at other pool plants of 
the handler shall be adjusted to the 
extent possible in the reverse direction 
by a like amount. Such adjustment shall 
be made at the other plants in sequence 
beginning with the plant having the 
least minus location adjustment; 

(12) Subtract in the manner speci¬ 
fied below from the pounds of skim milk 
remaining in each class the pounds of 
skim milk in receipts of bulk fluid milk 
products from an other order plant that 
are in excess of bulk fluid milk products 
transferred or diverted to such plant and 
that were not subtracted pursuant to 
subparagraphs (7) (vi) and (8) (iii) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions (ii) and (ill) of tills subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I 
and in Class II and Class HI combined, 
with the quantity prorated to Class II 
and Class III combined being subtracted 
first from Class m and then from Class 
II, with respect to whichever of the fol¬ 
lowing quantities represents the lower 
proportion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as an¬ 
nounced for the month pursuant to 
§ 1132.45(a); or 

(b) The total pounds of skim milk 
remaining in each class at this alloca¬ 
tion step at all pool plants of the 
handler; 

(ii) Should the proration pursuant to 
subdivision (i) of this subparagraph re¬ 
sult in the total pounds of skim milk 
at all pool plants of the handler that 
are to be subtracted at this allocation 
step from Class n and Class in com¬ 
bined exceeding the pounds of skim milk 
remaining in Class n and Class in at 
all such plants, the pounds of such ex¬ 
cess shall be subtracted from the pounds 
of skim milk remaining in Class I after 
such proration at the pool plants at 
which such other source milk was re¬ 
ceived; and 

(iii) Except as provided in subdivision 
(ii) of this subparagraph, should the 
computations pursuant to either sub¬ 
division (i) or (ii) of this subparagraph 
result in a quantity of skim milk to be 
subtracted from any class that exceeds 
the pounds of skim milk remaining in 
such class, the pounds of skim milk in 
such class shall be increased by an 
amount equal to such quantity to be 
subtracted and the pounds of skim milk 
in the other classes (beginning with the 
higher-priced class) shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at this allocation step at other 
pool plants of the handler shall be ad¬ 
justed to the extent possible in the re¬ 
verse direction by a like amount. Such 
adjustment shall be made at the other 
plants in sequence beginning with the 
plant having the least minus location 
adjustment; 

(13) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products and 


bulk fluid cream products from another 
pool plant according to the classifica¬ 
tion of such products pursuant to 
5 1132.42(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds of 
skim milk remaining in each class in 
series beginning with Class in. Any 
amount so subtracted shall be known as 
‘‘overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined 
for skim milk in paragraph (a) of this 
section; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining 
in each class after the computations pur¬ 
suant to paragraph (a) (14) of this sec¬ 
tion and the corresponding step of para¬ 
graph (b) of this section. 

§ 1132.45 Market administrator’s re¬ 
ports and announcements concerning 
classification. 

The market administrator shall make 
the following reports and announce¬ 
ments concerning classifications: 

(a) Whenever required for the purpose 
of allocating receipts from other order 
plants pursuant to § 1132.44(a) (12) and 
the corresponding step of 5 1132.44(b), 
estimate and publicly announce the utili¬ 
zation (to the nearest whole percentage) 
in each class during the month of skim 
milk and butterfat, respectively, in 
producer milk of all handlers. Such esti¬ 
mate shall be based upon the most cur¬ 
rent available data and shall be final 
for such purpose. 

(b) Report to the market adminis¬ 
trator of the other order, as soon as 
possible after the report of receipts and 
utilization for the month is received 
from a handler who has received fluid 
milk products or bulk fluid cream prod¬ 
ucts from an other order plant, the class 
to which such receipts are allocated pur¬ 
suant to § 1132.44 on the basis of such re¬ 
port and, thereafter, any change in such 
allocation required to correct errors dis¬ 
closed in the verification of such report. 

(c) Furnish to each handler operating 
a pool plant who has shipped fluid milk 
products or bulk fluid cream products to 
an other order plant the class to which 
such shipments were allocated by the 
market administrator of the other order 
on the basis of the report by the receiving 
handler, and, as necessary, any changes 
in such allocation arising from the veri¬ 
fication of such report. 

(d) On or before the 10th day after 
the end of each month, report to each 
cooperative association, which so re¬ 
quests. the percentage of the milk caused 
to be delivered by the cooperative asso¬ 
ciation or by its members to the pool 
plant(s) of each handler during the 
month, which was utilized in each class. 
For the purpose of this report, the milk 
so delivered shall be allocated to each 
class for each handler in the same ratio 
as all producer milk received by such 
handler during the month. 
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Class Prices 
§ 1132.50 Class prices. 

Subject to the provisions of § 1132.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 per¬ 
cent butterfat shall be as follows: 

(a) Class I price. The Class I price 
6hall be the basic formula price for the 
second preceding month plus $2.25. 

(b) Class II price. The Class n price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class HI price 
shall be the basic formula price for the 
month. 

§ 1132.51 Basic formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 
in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis 
and rounded to the nearest cent. For 
such adjustment, the butterfat differen¬ 
tial (rounded to the nearest one-tenth 
cent) per one-tenth percent butterfat 
shall be 0.12 times the simple average 
of the wholesale selling prices (using the 
midpoint of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the 
Department for the month. For the pur¬ 
pose of computing the Class I price, the 
resulting price shall be not less than 
$4.33. 

§ 1132.52 Plant location adjustments 
for handlers. 

(a) For that milk which is received 
from producers at a pool plant located 
100 miles or more from the city hall, 
Amarillo, Tex., by the shortest hard¬ 
surfaced highway distance, as deter¬ 
mined by the market administrator, and 
which is transferred to a distributing 
plant which is a pool plant in the form 
of a fluid milk product and assigned to 
Class I pursuant to paragraph <b) of 
this section, or otherwise classified as 
Class I milk, the price specified in 
8 1132.50(a) shall be reduced at the 
rate set forth in the following schedule 
according to the location of the plant 
where such milk is received: 

Rate per 
hundredweight 


Distance from the Amarillo (cents) 
City Hall (miles): 

100 but less than 110__ 15.0 

For each additional 10 miles or frac¬ 
tion thereof an additional_ 1.5 


(b) For purposes of calculating such 
adjustment, transfers between pool 
plants shall be assigned Class I disposi¬ 
tion at the transferee-plant, in excess of 
the sum of receipts at such plant from 
producers and handlers described in 
§ 1132.9(c), and the pounds assigned as 
Class I to receipts from other order 
plants and unregulated supply plants, 
such assignment to be made first to 
transferor-plants at which no location 
adjustment credit is applicable and then 
in sequence beginning with the plant at 
which the least location adjustment 
would apply. 


(c) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraph (a) of 
this section, except that the adjusted 
Class I price shall not be less than the 
Class in price. 

§ 1132.53 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth 
day of each month the Class I price for 
the following month and the Class II 
and Class m prices for the preceding 
month. 

§ 1X32.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for 
computing class prices or for other pur¬ 
poses is not available as prescribed in 
this part, the market administrator shall 
use a price or pricing constituent deter¬ 
mined by the Secretary to be equivalent 
to the price or pricing constituent that 
is required. 

Uniform Price 

§ 1132.60 Handler*?! value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect to 
each of his pool plants and of each han¬ 
dler described in § 1132.9 (b) and (c) as 
follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pursu¬ 
ant to § 1132.44 by the applicable class 
prices and add the resulting amounts; 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1132.44(a) (14) and the corresponding 
step of $ 1132.44(b) by the respective 
class prices, as adjusted by the butter¬ 
fat differential specified in § 1132.74, that 
are applicable at the location of the pool 
plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class III price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class n 
price, as the case may be, for the current 
month by the hundredweight of skim 
milk and butterfat subtracted from Class 
I and Class n pursuant to § 1132.44(a) 
(9) and the corresponding step of 
§ 1132.44(b) ; 

(d) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the pool plant and the Class in price 
by the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1132.44(a) (7) (i) through (iv) 
and the corresponding step of § 1132.44 
<b), excluding receipts of bulk fluid 
cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class IH 
price by the hundredweight of skim milk 
and butterfat subtracted from Class I 
pursuant to § 1132.44(a) (7) (v) and (vi) 


19317 

and the corresponding step of § 1132.44 
(b); and 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregu¬ 
lated supply plants from which an 
equivalent volume was received by the 
pounds of skim milk and butterfat sub¬ 
tracted from Class I pursuant to 
§ 1132.44(a) (11) and the corresponding 
step of § 1132.44(b), excluding such skim 
milk and butterfat in receipts of bulk 
fluid milk products from an unregulated 
supply plant to the extent that an equiv¬ 
alent amount of skim milk or butterfat 
disposed of to such plant by handlers 
fully regulated under any Federal milk 
order is classified and priced as Class I 
milk and is not used as an offset for 
any other payment obligation under any 
order. 

§1132.61 Computation of uniform 
price. 

For each month the market adminis¬ 
trator shall compute the uniform price 
for all milk of 3.5 percent butterfat con¬ 
tent f.o.b. pool plants located within 100 
miles of the City Hall of Amarillo, Tex., 
as follows: 

(a) Combine into one total the values 
computed pursuant to § 1132.60 for all 
handlers who made the reports pre¬ 
scribed in § 1132.30 for such month, ex¬ 
cept those in default of payments 
required pursuant to 5 1132.71 for the 
preceding month; 

(b) Add an amount equal to the sum 
of the location adjustments to be made 
pursuant to § 1132.75; 

(c) Add an amount equal to one-half 
of the unobligated cash balance in the 
producer-settlement fmid; 

(d) Divide the resulting amount by 
the sum of the following for all handlers 
included in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1132.60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents from the price com¬ 
puted pursuant to paragraph (d) of this 
section. The result shall be the “uni¬ 
form price” for producer milk. 

§ 1132.62 Announcement of uniform 
price and butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of 
each month the butterfat differential 
for such month; and 

(b) The 10th day after the end of 
each month the uniform price for such 
month. 

Payments for Milk 
§ 1132.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund 
known as the “producer-settlement 
fund” into which he shall deposit all pay¬ 
ments made by handlers pursuant to 
58 1132.71,1132.76, and 1132,77, and from 
which he shall make all payments pur¬ 
suant to 55 1132.72 and 1132.77: Pro - 
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vided, That payments due to any han¬ 
dler shall be offset by payments due 
from such handler. 

§ 1132.71 Payments to the producer- 
settlement fund. 

(a) On or before the 12th day after 
the end of the month, each handler shall 
pay to the market administrator the 
amount, if any, by which the amount 
specified in subparagraph (1) of this par¬ 
agraph exceeds the amount specified in 
subparagraph (2) of this paragraph: 

(1) The total value of milk of the 
handler for such month as determined 
pursuant to § 1132.60. 

(2) The sum of: 

(i) The value at the uniform price, as 
adjusted pursuant to § 1132.75, of such 
handler’s receipts of producer milk; and 

(ii) The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to § 1132.60(f). 

Cb) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market admin¬ 
istrator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which is allocated to Class I 
at such plant. If there is such route dis¬ 
position from such plant in marketing 
areas regulated by two or more market- 
wide pool orders, the reconstituted skim 
milk allocated to Class I shall be pro¬ 
rated to each order according to such 
route disposition in each marketing area; 
and 

(2) Compute the value of the reconsti¬ 
tuted skim milk assigned in subpara¬ 
graph (1) of this paragraph to route 
disposition in this marketing area by 
multiplying the quantity of such skim 
milk by the difference between the Class 
I price under tills part that is applicable 
at the location of the other order plant 
(but not to be less than the Class m 
price) and the Class III price. 

§ 1132.72 Payments from the producer- 
settlement fund. 

On or before the 13th day after the 
end of each month the market adminis¬ 
trator shall pay to each handler the 
amount, if any, by which the amount 
computed pursuant to § 1132.71(a) (2) 
exceeds the amount computed pursuant 
to § 1132.71(a)(1). If at such time the 
balance in the producer-settlement fund 
is insufficient to make all payments pur¬ 
suant to this section, the market admin¬ 
istrator shall reduce uniformly per hun¬ 
dredweight such payments and shall 
complete such payments as soon as the 
appropriate funds are available. 

§ 1132.73 Payments to producers and to 
cooperative associations. 

Except as provided in paragraph (c) 
of this section, each handler shall make 
payment to each producer for milk re¬ 
ceived from such producer as follows: 
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(a) On or before the last day of each 
month, for milk received during the first 
15 days of the month, at not less than 
the Class in price for the preceding 
month. 

(b) On or before the 15th day after 
the end of each month, for milk received 
during such month, an amount com¬ 
puted at not less than the uniform 
price for hundredweight pursuant to 
§ 1132.61. subject to the butterfat differ¬ 
ential computed pursuant to § 1132.74, 
and plus or minus adjustments for er¬ 
rors made in previous payments to such 
producer; and less (1) payment made 
pursuant to paragraph (a) of this sec¬ 
tion, (2) location adjustments pursuant 
to § 1132.75, (3) deductions for market¬ 
ing sendees pursuant to § 1132.86. and 
(4) proper deductions authorized by 
such producer: Provided, That if such 
handler has not received full payment 
for such month pursuant to § 1132.72 
he may reduce uniformly per hundred¬ 
weight for all producers his payments 
pursuant to this paragraph by an 
amount not in excess of the per hun¬ 
dredweight reduction in payment from 
the market administrator. The handler 
shall make such balance of payment to 
those producers to whom it is due on or 
before the date for making payments 
pursuant to this paragraph next follow¬ 
ing that on which such balance of pay¬ 
ment is received from the market ad¬ 
ministrator. 

(c) (1) Upon receipt of a written re¬ 
quest from a cooperative association 
which the market administrator deter¬ 
mines is authorized by its members to 
collect payment for their milk and re¬ 
ceipt of a written promise to reimburse 
the handler the amount of any actual 
loss Incurred by him because of any im¬ 
proper claim on the part of the coopera¬ 
tive association each handler shall pay 
to the cooperative association on or be¬ 
fore the 26th and 13th days of each 
month, in lieu of payments pursuant to 
paragraphs (a) and (b), respectively, of 
this section an amount equal to the sum 
of the individual payments otherwise 
payable to such producers. The foregoing 
payment shall be made with respect to 
milk of each producer whom the cooper¬ 
ative association certifies is a member 
effective on and after the first day of the 
calendar month next following receipt 
of such certification through the last day 
of the month next preceding receipt of 
notice from the cooperative association 
of a termination of membership or until 
the original request is rescinded in writ¬ 
ing by the cooperative association. 

(2) A copy of each such request, 
promise to reimburse and certified list of 
members shall be filed simultaneously 
with the market administrator by the 
cooperative association and shall be sub¬ 
ject to verification at his discretion 
through audit of the records of the co¬ 
operative association pertaining thereto. 
Exceptions, if any, to the accuracy of 
such certification by a producer claimed 
to be a member, or by a handler, shall be 
made by written notice to the market 
administrator and shall be subject to his 
determination. 


(3) Each handler who receives milk 
from a cooperative association which 
collects payments for its members pur¬ 
suant to subparagraph (1) of this para¬ 
graph shall, on or before the 20th of each 
month, furnish such association infor¬ 
mation showing the daily and total 
pounds milk received from e&cli of the 
association’s member producers for the 
first 15 days of such month and, on 
or before the fifth day after the end 
of each month, such information for the 
16th through the end of such month. 

(4) For producer milk received from 
a handler described in § 1132.9(c), each 
handler shall make payments as follows: 

(i) On or before the 26th day of the 
month, a partial payment for milk re¬ 
ceived during the first 15 days of such 
month at not less than the amount 
specified in paragraph (a) of this sec¬ 
tion; and 

(ii) On or before the 13th day of the 
following month, in final settlement, the 
value of such milk received during the 
month, at the applicable uniform price 
as adjusted pursuant to §§ 1132.74 and 
1132.75, less the amount of payment 
made pursuant to subdivision (i) of this 
subparagraph. 

(d) In making the payments to pro¬ 
ducers pursuant to paragraphs (b) and 
(c) of this section, each handler shall 
furnish each producer or cooperative as¬ 
sociation from whom he has received 
milk with a supporting statement in such 
form that it may be retained by the pro¬ 
ducer, which shall show: 

(1) The month and identity of the 
handler and of the producer; 

(2) The daily and total pounds and 
the average butterfat content of milk 
received from such producer; 

(3) The minimum rate or rates at 
which payment to the producer is re¬ 
quired pursuant to the order; 

(4) The rate which is used in making 
the payment, if such rate is other than 
the applicable minimum rate; 

(5) The amount or the rate per 
hundredweight and nature of each de¬ 
duction claimed by the handler; and 

(6) The net amount of payment to 
such producer or cooperative association. 

§ 1132.74 Butterfat differential. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a 
nearest one-tenth cent, which shall be 
0.115 times the simple average of the 
wholesale selling prices (using the mid¬ 
point of any price range as one price) 
of Grade A (92-score) bulk butter per 
pound at Chicago, as reported by the 
Department for the month. 

§ 1132.75 Plant location adjustments 
for producers and on nonpool milk. 

(a) In making payment pursuant to 
§ 1132.73 the uniform price pursuant to 
§ 1132.61 to be paid for milk which is 
received from producers at a pool plant 
located 100 miles or more from the City 
Hall, Amarillo, Tex., by the shortest 
hard-surfaced highway distance as de- 
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termined by the market administrator 
shall be reduced at the rate set forth in 
the following schedule according to the 
location of the pool plant where such 
milk is received from producers: 

Rate per 
hundred - 

Distance from the Amarillo City weight 
Hall (miles): {cents) 

100 but less than 110... 15.0 

For each additional 10 miles or 

fraction thereof an additional.. 1. 5 

(b) For purposes of computations 
pursuant to 88 1132.71 and 1132.72, the 
uniform price shall be adjusted at the 
rates set forth in § 1132.52 applicable 
at the location of the nonpool plant from 
which the milk was received (but the 
resulting price shall not be less than the 
Class HE price). 

§ 1132.76 Payments by handler operat¬ 
ing a partially regulated distributing 
plant. 

Each handler who operates a partially 
regulated distributing plant shall pay on 
or before the 25th day after the end of 
the month to the market administrator 
for the producer-settlement fund the 
amount computed pursuant to paragraph 
(a) of this section. If the handler sub¬ 
mits pursuant to §§ 1132.30(b) and 
1132.31(b) the information necessary for 
making the computations, such handler 
may elect to pay in lieu of such payment 
the amount computed pursuant to para¬ 
graph (b) of this section: 

(a) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the pounds of route dis¬ 
position of fluid milk products in the 
marketing area from the partially regu¬ 
lated distributing plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant: 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of 
another Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used as 
an offset for any other payment obliga¬ 
tion under any order; 

(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition of 
fluid milk products in the marketing area 
from the partially regulated distributing 
plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the par¬ 
tially regulated distributing plant (but 
not to be less than the Class III price); 
and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3) 
of this paragraph by the difference be¬ 
tween the Class I price applicable at 
the location of the partially regulated 


distributing plant (but not to be less than 
the Class m price) and the Class III 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations: 

(1) Determine the value that would 
have been computed pursuant to 
§ 1132.60 for the partially regulated dis¬ 
tributing plant if the plant had been a 
pool plant, subject to the following 
modifications: 

(i) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in which 
such products were classified at the fully 
regulated plant; 

(ii) Fluid milk products and bulk fluid 
cream products transferred from the 
partially regulated distributing plant to 
a pool plant or an other order plant shall 
be classified at the partially regulated 
distributing plant in the class to which 
allocated at the fully regulated plant. 
Such transfers shall be allocated to the 
extent possible to those receipts at the 
partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of this 
subparagraph. Any such transfers re¬ 
maining after the above allocation which 
are classified in Class I and for which a 
value is computed for the handler oper¬ 
ating the partially regulated distributing 
plant pursuant to § 1132.60 shall be 
priced at the uniform price (or at the 
weighted average price if such is pro¬ 
vided) of the respective order regulating 
the handling of milk at the transferee 
plant, with such uniform price adjusted 
to the location of the nonpool plant (but 
not to be less than the lowest class price 
of the respective order), except that 
transfers of reconstituted skim milk in 
filled milk shall be priced at the lowest 
class price of the respective order; and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant 
to § 1132.60 for such handler shall in¬ 
clude, in lieu of the value of other source 
milk specified in § 1132.60(f) less the 
value of such other source milk specified 
in § 1132.71(a) (2) (ii), a value of milk 
determined pursuant to § 1132.60 for 
each nonpool plant that is not an other 
order plant which serves as a supply 
plant for such partially regulated dis¬ 
tributing plant by making shipments to 
the partially regulated distributing plant 
during the month equivalent to the re¬ 
quirements of § 1132.7(b) subject to the 
following conditions: 

(a) The operator of the partially reg¬ 
ulated distributing plant submits with 
his reports filed pursuant to §8 1132.30 
(b) and 1132.31(b) similar reports for 
each such non pool supply plant; 

(b) The operator of such nonpool sup¬ 
ply plant maintains books and records 
showing the utilization of all skim milk 
and butterfat received at such plant 
which are made available if requested by 
the market administrator for verification 
purposes; and 


(c) The value of milk determined pur¬ 
suant to § 1132.60 for such nonpool sup¬ 
ply plant shall be determined in the same 
manner prescribed for computing the ob¬ 
ligation of such partially regulated dis¬ 
tributing plant; and 

(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the op¬ 
erator of such partially regulated dis¬ 
tributing plant for milk received at the 
plant during the month that would have 
been producer milk if the plant had been 
fully regulated; 

(ii) If subparagraph (I) (iii) of this 
paragraph applies, the gross pay¬ 
ments by the operator of such nonpool 
supply plant for milk received at the 
plant during the month that would have 
been producer milk if the plant had been 
fully regulated; and 

(iii) The payments by the operator 
of the partially regulated distributing 
plant to the producer-settlement fund 
of another order under which such plant 
is also a partially regulated distributing 
plant and like payments by the opera¬ 
tor of the nonpool supply plant if sub- 
paragraph Cl) (iii) of this paragraph 
applies. 

§ 1132.77 Adjustment of accounts. 

Whenever verification by the market 
administrator of payments by any han¬ 
dler discloses errors made in payments 
to the producer-settlement fund pursu¬ 
ant to § 1132.71, the market adminis¬ 
trator shall promptly bill such handler 
for any unpaid amount and such han¬ 
dler shall, within 15 days, make pay¬ 
ment to the market administrator of the 
amount so billed. Whenever verifica¬ 
tion discloses that payment is due from 
the market administrator to any han¬ 
dler, pursuant to § 1132.72, the market 
administrator shall, within 15 days, 
make such payment to such handler. 
Whenever verification by the market 
administrator of the payment by a han¬ 
dler to any producer or cooperative as¬ 
sociation for milk received by such 
handler discloses payment of less than 
is required by 8 1132.73, the handler shall 
pay such balance due such producer or 
cooperative association not later than 
the time of making payment to pro¬ 
ducers or cooperative associations next 
following such disclosure. 

§ 1132.78 Charges on overdue accounts* 

There shall be added to any balance 
due the market administrator pursuant 
to §§ 1132.71, 1132.76, 1132.77. 1132.85, 
and 1132.86 an amount equal to one-half 
of 1 percent of such balance for each 
month or any portion thereof that pay¬ 
ment of the balance is overdue. 

Administrative Assessment and 

Marketing Service Deduction 

g 1132.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense of 
administration of the order, each han¬ 
dler shall pay to the market adminis¬ 
trator on or before the 15th day after 

the end of the month 5 cents per hun- 
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dredweight, or such lesser amount as the 
Secretary may prescribe, with respect to: 

(a) Producer milk (including such 
handler’s own production); 

(b) Other source milk allocated to 
Class I pursuant to § 1132.44(a) (7) and 
(11) and the corresponding steps of 
§ 1132.44(b), except such other source 
milk that is excluded from the computa¬ 
tions pursuant to § 1132.60 (d) and (f); 
and 

(c) Class I milk disposed of from a 
partially regulated distributing plant on 
routes in the marketing area that ex¬ 
ceeds the skim milk and butterfat sub¬ 
tracted pursuant to § 1032.76(a) (2). 

§ 1132.86 Deduction for marketing 
services. 

(a) Except as set forth in paragraph 

(b) of this section, each handler in mak¬ 
ing payments to each producer pursuant 
to § 1132.73(b) shall deduct 6 cents per 
hundredweight or such lesser amounts 
as the Secretary may prescribe, with re¬ 
spect to all milk received by such han¬ 
dier from such producer (except such 
handler’s own farm production), during 
the month, and shall pay such deduc¬ 
tions to the market administrator not 
later than the 15th day after the end of 
the month. Such money shall be used 
by the market administrator to verify or 
establish weights, samples, and tests of 
milk received by handlers from such 
producers during the month and to pro¬ 
vide such producers with market infor¬ 
mation. Such services shall be per¬ 
formed in whole or in part by the market 
administrator or by an agent engaged 
by and responsible to him. 

<b) Producers’ cooperative associa¬ 
tions: In the case of producers for whom 
a cooperative association is actually per¬ 
forming, as determined by the Secretary, 
the services set forth in paragraph (a) 
of this section, each handler shall make, 
in lieu of the deductions specified in 
paragraph (a) of this section, such de¬ 
ductions as are authorized by such pro¬ 
ducers and, on or before the 15th day 
after the end of each month, pay over 
such deductions to the association ren¬ 
dering such services. 
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Authority: The provisions of this Part 
1138 issued under secs. 1-19, 48 Stat. 81, as 
amended: 7 U.S.C. 601—674. 

General Provisions 

§1138.1 General provisions. 

The terms, definitions, and provisions 
in Part 1000 of this chapter are hereby 
incorporated by reference and made a 
part of this order. 

Definitions 

§ 1138.2 Rio Grande Valley markeling 
area. 

"Rio Grande Valley marketing area," 
hereinafter called the "marketing area,” 
means all the territory within the bound¬ 
aries of the counties of Bernalillo, 
Chaves, Curry, De Baca. Dona Ana, 
Eddy, Grant. Guadalupe, Harding, Lea, 
Lincoln, Los Alamos, Luna. McKinley, 
Mora, Otero, Quay, Rio Arriba, Roose¬ 
velt, Sandoval, San Juan, San Miguel, 
Santa Fe, Sierra, Socorro, Taos, Tor¬ 
rance, Valencia, all in the State of New 
Mexico; El Paso in the State of Texas; 


and Archuleta. Montezuma, and La 
Plata, in the State of Colorado. 

§1138.3 Route disposition. 

"Route disposition” means any de¬ 
livery to retail or wholesale outlets (in¬ 
cluding delivery by a vendor or a sale 
from a plant or plant store) of any fluid 
milk products classified as Class I milk, 
other than a delivery to a pool plant or 
nonpool plant. 

§ 1138.4 [Reserved] 

§1138.5 r Reserved ] 

§ 1138.6 [Reserved] 

§ 1138.7 Pool plant. 

Except as provided in paragraph (d) 
of this section, "pool plant” means a 
plant specified in paragraph (a), (b), 
or (c) of this section. 

(a) Any plant hereinafter referred to 
as a "distributing pool plant” in which 
fluid milk products are pasteurized or 
packaged and from which there is route 
disposition in the marketing area equal 
to not less than 15 percent of the total 
Class I sales of such plant, except filled 
milk, or 10,000 pounds daily (average), 
whichever is less: Provided , That the 
total quantity of Class I milk, except 
filled milk, disposed from such plant dur¬ 
ing the month is not less than 50 per¬ 
cent of such plant’s receipts of Grade A 
milk, which receipts shall include all 
milk diverted from such pool plant to 
a nonpool plant by the handler operat¬ 
ing such pool plant. 

(b) Any plant hereinafter referred to 
as a "supply pool plant” from which 
during the month not less than 50 per¬ 
cent of its dairy farm supply of Grade 
A milk is moved to plants from each 
of which there is route disposition, ex¬ 
cept filled milk, equal to not less than 
50 percent of its receipts of Grade A 
milk during the month and route dis¬ 
position, except filled milk, in the mar¬ 
keting area equal to at least 15 percent 
of such receipts or a daily average of 
10,000 pounds, whichever is less. 

(c) Any plant, hereinafter referred to 
as a "cooperative standby pool plant,” 
which is operated by a cooperative as¬ 
sociation, and is located within the mar¬ 
keting area, if 50 percent or more of the 
milk delivered during the month by pro¬ 
ducers who are members of such associa¬ 
tion is delivered directly or is trans¬ 
ferred by the association to pool plants 
of other handlers. 

(d) The term "pool plant” shall not 
apply to the following plants: 

(1) A producer-handler plant; 

(2) Any plant qualified pursuant to 
paragraph (a) of this section which dis¬ 
poses of a lesser volume of Class I milk, 
except filled milk, in the Rio Grande 
Valley marketing area than in a mar¬ 
keting area where the handling of milk 
is regulated pursuant to another order 
issued pursuant to the Act, and which 
is subject to the classification and pricing 
provisions of such other order; and 

(3) Any plant qualified pursuant to 
paragraph (b) of this section for any 
portion of the period March through 


FEDERAL REGISTER, VOL 37, NO. 182—-TUESDAY, SEPTEMBER 19, 1972 







July, Inclusive, that the milk of producers 
at such plant is subject to the classifica¬ 
tion and pricing provisions of another 
order issued pursuant to the Act and the 
Secretary determines that such plant 
should be exempted from this part. 

§ 1138.8 Nonpool plant. 

“Nonpool plant” means any milk or 
filled milk receiving, manufacturing, or 
processing plant other than a pool plant. 
The following categories of nonpool 
plants are further defined as follows: 

(a) “Other order plant” means a plant 
that is fully subject to the pricing and 
pooling provisions of another order is¬ 
sued pursuant to the Act. 

(b) “Producer-handler plant” means 
a plant operated by a producer-handler 
as defined in any order (including this 
part) issued pursuant to the Act. 

<c) “Partially regulated distributing 
plant” means a nonpool plant that is 
neither an other order plant nor a pro¬ 
ducer-handler plant, from which there 
is route disposition in consumer-type 
packages or dispenser units in the mar¬ 
keting area during the month. 

(d) “Unregulated supply plant” means 
a nonpool plant from which fluid milk 
products eligible for distribution in the 
marketing area are moved to a pool plant 
qualified pursuant to § 1138.7 and which 
is not an other order plant nor a pro¬ 
ducer-handler plant. 

§1138.9 Handler. 

“Handler” means: 

(a) Any person in his capacity as the 
operator of one or more pool plants; 

(b) A cooperative association with re¬ 
spect to the milk of any member pro¬ 
ducer which such cooperative association 
causes to be diverted pursuant to 
§ 1138.12 for the account of such cooper¬ 
ative association; 

(c) A cooperative association with 
respect to the milk of its member pro¬ 
ducers which is received from the farm 
for delivery to the pool plant of another 
handler in a tank truck owned and oper¬ 
ated by or under contract to such coop¬ 
erative association, if the cooperative as¬ 
sociation notified the market administra¬ 
tor and the operator of the pool plant to 
whom the milk is delivered, in writing 
prior to the first day of the month in 
which the milk is delivered, that it elects 
to be a handler for such milk. For pur¬ 
poses of location adjustments to pro¬ 
ducers such milk is considered to have 
been received from producers by the co¬ 
operative association at the location of 
the pool plant to which it is delivered; 

(d) Any person in his capacity as the 
operator of a nonpool plant from which 
there is route disposition in the market¬ 
ing area; and 

(e) Any person in his capacity as the 
operator of a nonpool plant from which 
Grade A milk as shipped to a pool plant 
pursuant to § 1138.7(a). 

§ 1138.10 Producer-handler. 

(a) “Producer-handler” means any 
person who processes and packages milk 
from his own farm production, who has 
route disposition within the marketing 
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area consisting of any portion of such 
milk, and who receives no fluid milk 
products from other dairy farmers or 
from any source other than a pool plant 
and receipts from pool plants shall not 
be in excess of 11,000 pounds per month 
or, any person who processes and pack¬ 
ages certified milk from his own farm 
production and disposes of such milk to 
another plant and who receives no milk 
from any source except his certified 
herd: Provided , That any person who 
desires to qualify as a producer-han¬ 
dler shall furnish to the market adminis¬ 
trator for his verification, subject to re¬ 
view by the Secretary, evidence that the 
care and management of all the dairy 
animals and other resources necessary to 
produce the entire amount of fluid milk 
products handled (excluding receipts 
from pool plants) is the personal enter¬ 
prise of and at the personal risk of such 
person and the operation of the process¬ 
ing and distribution business is the per¬ 
sonal enterprise of and at the personal 
risk of the same person. 

(b) In the case of a producer-handler 
of certified milk, the certified dairy herd 
and the milk plant in which the certified 
milk is handled shall be considered one 
business unit and shall not include milk 
w r hich is delivered to other handlers’ 
plants from a noncertifled herd main¬ 
tained on the same farm. 

(c) A governmental agency which op¬ 
erates a milk, or filled milk plant shall 
be considered a producer-handler: Pro¬ 
vided, That the plant operated by such 
agency shall be a pool plant if bulk milk 
is delivered during the month by such 
governmental agency to another plant 
which is a pool plant and a written re¬ 
quest is filed by the agency with the 
market administrator asking that its 
plant be considered a pool plant. If such 
a plant is made a pool plant at the re¬ 
quest of the governmental agency for 
one month and thereafter resumes the 
status of a nonpool plant it shall not be 
eligible for pool plant status again until 
it has been a nonpool plant for 12 con¬ 
secutive months. 

§ 1138.11 [Reserved] 

§1138.12 Producer. 

(a) Except as provided in paragraph 
(b) of this section, “producer” means 
any person who produces milk eligible 
for distribution as Grade A milk in com¬ 
pliance with the fluid milk product re¬ 
quirements of a duly constituted health 
authority, whose milk is: 

(1) Received at a pool plant; or 

(2) Diverted for the account of the di¬ 
verting handler from a pool plant to a 
nonpool plant that is not a producer- 
handler plant, subject to the following 
conditions: 

(i) A cooperative association may di¬ 
vert for its account the milk of any mem¬ 
ber producer, whose milk is received at 
a distributing pool plant for at least 3 
days during the month, writhout limit 
dining the other days of such month. 
However, the total quantity of milk so 
diverted may not exceed 25 percent in 
the months of March, April, May. June, 
July, and December and 15 percent in 
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other months of its member producer 
milk received at all pool plants during 
the month. Diversions in excess of such 
percentages shall not be considered 
producer milk, and the diverting coop¬ 
erative shall specify the dairy farmers 
whose milk is ineligible as producer 
milk. Two or more cooperative associa¬ 
tions may have their allowable diver¬ 
sions computed on the basis of the 
combined deliveries of milk by their 
member producers provided each as¬ 
sociation has filed such a request in 
writing with the market administrator; 

(ii) A handler in his capacity as the 
operator of a distributing pool plant 
may divert for his account the milk of 
any producer, other than a member of 
a cooperative association which has 
diverted milk pursuant to subdivision (i) 
of this subparagraph, whose milk is re¬ 
ceived at his pool plant for at least 3 
days during the month, without limit 
during the other days of such month. 
However, the total quantity of milk so 
diverted may not exceed 25 percent in 
the months of March, April. May, June, 
July, and December and 15 percent 
in other months of the milk received 
at such pool plant during the month 
from producers who are not members 
of a cooperative association which has 
diverted milk pursuant to subdivision (i) 
of this subparagraph. Diversions in ex¬ 
cess of such percentages shall not be 
considered producer milk, and the di¬ 
verting handler shall specify the dairy 
farmers w'hose milk is ineligible as pro¬ 
ducer milk; 

(iii) For purposes of the requirements 
of § 1138.7, milk diverted for the ac¬ 
count of the operator of a pool plant 
shall be included in the receipts of the 
pool plant from which diverted: and 

(iv) For the purposes of location ad¬ 
justments pursuant to §5 1138.52 and 
1138.75, milk diverted to a nonpool plant 
shall be considered to have been received 
at the location of the pool plant from 
which diverted when the farm on which 
the milk is produced is located within the 
marketing area and at the location of 
the nonpool plant where received when 
the farm on which the milk is produced 
is located outside the marketing area. 

(b) “Producer” shall not include: 

(1) A producer-handler as defined In 
any order (including this part) issued 
pursuant to the Act; 

(2) Any person with respect to milk 
produced by him which is diverted to a 
pool plant from an other order plant if 
the other order designates such person 
as a producer under that order and such 
milk is allocated pursuant to § 1138.44 
to Class II or Class III utilization; and 

(3) Any person with respect to milk 
produced by him which is diverted from 
a pool plant to an other order plant if 
the other order designates such person 
as a producer under that order with re¬ 
spect to such milk. 

§1138.13 Producer milk. 

“Producer milk” means all skim milk 
and butterfat in milk produced by a pro¬ 
ducer and received at a pool plant di¬ 
rectly from producers or diverted pur- 
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suant to § 1138.12. Milk received at a pool 
plant from a handler described in § 1138.- 
9(c) shall be considered under this part 
as producer milk of the pool plant opera¬ 
tor. Milk received from producers by a 
handler described in § 1138.9(c) but not 
delivered to a pool plant shall be con¬ 
sidered under this part as producer milk 
of such handler. 

§ 1138.1*1 Other source milk. 

“Other source milk” means all skim 
milk and butterfat contained in or rep¬ 
resented by: 

(a) Receipts of fluid milk products and 
bulk fluid cream products from any 
source other than producers, handlers 
described in § 1138.9(c), pool plants, or 
inventory at the beginning of the month; 

(b) Receipts in packaged form from 

other plants of products specified in 
§ 1138.40(b)(1); ., 

(c) Products (other than fluid milk 
products and products specified in 
5 1138.40(b)(1)) from any source (in¬ 
cluding those products produced at the 
plant) which are reprocessed, converted 
into, or combined with another product 
in the plant during the month; and 

(d) Receipts of any milk product 
(other than a fluid milk product or a 
product specified in § 1138.40(b)(1) for 
which the handler fails to establish a 
disposition. 

§ 1138.13 Fluid milk product. 

(a) Except as provided in paragraph 

(b) of this section, “fluid milk product” 
means any of the following products in 
fluid or frozen form; 

(1) Milk, skim milk, lowfat milk, milk 
drinks, buttermilk, filled milk, and milk¬ 
shake and ice milk mixes containing less 
than 20 percent total solids, including 
any such products that are flavored, cul¬ 
tured, modified with added nonfat milk 
solids, concentrated (if in a consumer- 
type package), or reconstituted; and 

(2) Any milk product not specified in 
subparagraph (1) of this paragraph or 
in § 1138.40 (b) or (c)(1) (i) through 
(viii) if it contains by weight at least 
80 percent water and 6.5 percent nonfat 
milk solids and less than 9 percent but¬ 
terfat and 20 percent total solids. 

(b) The term “fluid milk product” 
shall not include: 

(1) Evaporated or condensed milk 
(plain or sweetened), evaporated or con¬ 
densed skim milk (plain or sweetened), 
formulas especially prepared for infant 
feeding or dietary use that are packaged 
in hermetically sealed glass or all-metal 
containers, any product that contains by 
weight less than 6.5 percent nonfat milk 
solids, and whey; and 

(2) The quantity of skim milk in any 
modified product specified in paragraph 
(a) of this section that is in excess of 
the quantity of skim milk in an equal 
volume of an unmodified product of the 
same nature and butterfat content. 

§1138.16 Fluid cream product. 

“Fluid cream product” means cream 
(other than plastic cream or frozen 
cream), sour cream, or a mixture (in¬ 


cluding a cultured mixture) of cream 
and milk or skim milk containing 9 per¬ 
cent or more butterfat. 

§ 1138.17 Filled milk. 

“Filled milk” means any combination 
of nonmilk fat (or oil) with skim milk 
(whether fresh, cultured, reconstituted, 
or modified by the addition of nonfat 
milk solids), with or without milkfat, so 
that the product (including stabilizers, 
emulsifiers, or flavoring) resembles milk 
or any other fluid milk product, and con¬ 
tains less than 6 percent nonmilk fat (or 
oil). 

§1138.18 Cooperative association. 

“Cooperative association” means any 
cooperative marketing association which 
the Secretary determines, after applica¬ 
tion by the association: 

(a) To be qualified under the provi¬ 
sions of the act of Congress of Febru¬ 
ary 18, 1922, as amended, known as the 
“Capper-Volstead Act”; 

(b) To have full authority in the sale 
of milk of its members and to be engaged 
in making collective sales of or market¬ 
ing milk or its products for its members; 
and 

(c) Has its entire activities under the 
control of its members. 

§1138.19 Accounting periods. 

A handler may account for receipts, 
utilization and classification of skim 
milk and butterfat at his pool plant (s) 
for two periods within a month, each 
period not to be less than 7 days, in 
the same manner as for a month if he 
provides to the market administrator in 
writing not less than 24 hours prior to 
the end of an accounting period notifica¬ 
tion of his intention to use two account¬ 
ing periods. 

Handler Reports 

§ 1138.30 Reports of receipts and utili¬ 
zation. 

On or before the eighth day after the 
end of each month, each handler shall 
report for the month to the market ad¬ 
ministrator, in the detail and on the 
forms prescribed by the market admin¬ 
istrator, as follows: 

(а) Each handler, with respect to each 
of his pool plants, shall report the quan¬ 
tities of skim milk and butterfat con¬ 
tained in or represented by; 

(1) Receipts of producer milk, includ¬ 
ing producer milk diverted by the han¬ 
dler from the pool plant to other plants; 

(2) Receipts of milk from handlers 
described in § 1138.9(c); 

(3) Receipts of fluid milk products 
and fluid cream products from other pool 
plants; 

(4) Receipts of other source milk; 

(5) Inventories at the beginning and 
end of the month of fluid milk products 
and products specified in § 1138.40(b) 
(1); and 

(б) The utilization or disposition of all 
milk, filled milk, and milk products re¬ 
quired to be reported pursuant to this 
paragraph. 


(b) Each handler operating a partially 
regulated distributing plant shall report 
with respect to such plant in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 
Receipts of milk that would have been 
producer milk if the plant had been fully 
regulated shall be reported in lieu of pro¬ 
ducer milk. Such report shall show also 
the quantity of any reconstituted skim 
milk in route disposition in the market¬ 
ing area. 

(c) Each handler described in § 1138.9 
(b) and (c) shall report: 

(1) The quantities of all skim milk 
and butterfat contained in receipts of 
milk from producers; and 

(2) The utilization or disposition of 
all such receipts. 

(d) Each handler not specified in 
paragraphs (a) through (c) of this sec¬ 
tion shall report with respect to his re¬ 
ceipts and utilization of milk, filled milk, 
and milk products in such manner as the 
market administrator may prescribe. 

§1138.31 Payroll reports. 

(a) On or before the 20th day after 
the end of each month, each handler 
described in §1138.9 (a), (b), and (c) 
shall report to the market administrator 
his producer payroll for such month, in 
the detail prescribed by the market ad¬ 
ministrator, showing for each producer: 

(1) His name and address; 

(2) The total pounds of milk received 
from such producer; 

(3) The average butterfat content of 
such milk; and 

(4) The price per hundredweight, the 
gross amount due, the amount and na¬ 
ture of any deductions, and the net 
amount paid. 

(b) Each handler operating a partially 
regulated distributing plant who elects to 
make payment pursuant to § 1138.76(b) 
shall report for each dairy farmer who 
would have been a producer if the plant 
had been fully regulated in the same 
manner as prescribed for reports re¬ 
quired by paragraph (a) of this section. 

§ 1138.32 Ollier reports. 

In addition to the reports required 
pursuant to §§ 1138.30 and 1138.31, each 
handler shall report such other informa¬ 
tion as the market administrator deems 
necessary to verify or establish such 
handler’s obligation under the order. 

Classification of Milk 
§ 1138.10 Classes of utilization. 

Except as provided in § 1138.42, all 
skim milk and butterfat required to be 
reported by a handler pursuant to 
§ 1138.30 shall be classified as follows: 

(a) Class I milk. Except as provided 
in paragraph (c) of this section, Class I 
milk shall be all skim milk and butterfat: 

(1) Disposed of in the form of a fluid 
milk product; and 

(2) Not specifically accounted for as 
Class n or Class in milk. 

(b) Class II milk. Except as provided 
In paragraph (c) of this section, Class n 
milk shall be all skim milk and butterfat: 


FEDERAL REGISTER, VOL 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 






PROPOSED RULE MAKING 


19323 


(1) Disposed of in the form of a fluid 
cream product, eggnog, yogurt, or any 
product containing 6 percent or more 
nonmilk fat (or oil) that resembles a 
fluid cream product, eggnog, or yogurt. 
Any product specified in this subpara¬ 
graph that is modified by the addition of 
nonfat milk solids shall be Class n milk 
in an amount equal only to the weight of 
an equal volume of an unmodified prod¬ 
uct of the same nature and butterfat 
content; 

(2) In packaged inventory at the end 
of the month of the products specified in 
subparagraph (1) of this paragraph; and 

(3) Used to produce cottage cheese, 
low fat cottage cheese, and dry curd cot¬ 
tage cheese. 

(c) Class III milk. Class m milk shall 
be all skim milk and butterfat; 

(I) Used to produce: 

(1) Cheese (other than cottage cheese, 
low-fat cottage cheese, and dry curd cot¬ 
tage cheese); 

(II) Butter, plastic cream, frozen 
cream, and anhydrous milkfat; 

(III) Any milk product in dry form; 

(iv) Milkshake and ice milk mixes (or 
bases) containing 20 percent or more 
total solids, frozen desserts, and frozen 
dessert mixes; 

(v) Custards, puddings, and pancake 
mixes; 

(vi) Formulas especially prepared for 
Infant feeding or dietary use that are 
packaged in hermetically sealed glass or 
all-metal containers; 

(vii) Evaporated or condensed milk 
(plain or sweetened) in a consumer-type 
package, evaporated or condensed skim 
milk (plain or sweetened) in a consumer- 
type package, and any concentrated milk 
product in bulk, fluid form; 

(viii) Any product containing 6 per¬ 
cent or more nonmilk fat (or oil) except 
those products specified in paragraph 
(b)(1) of this section; and 

(ix) Any product that is not a fluid 
milk product and that is not specified in 
subdivisions (i) through (viii) of this 
subparagraph or in paragraph (b) of this 
section; 

(2) In bulk fluid milk products and 
bulk fluid cream products disposed of 
to any commercial food processing estab¬ 
lishment (other than a milk or filled milk 
plant) at which food products (other 
than milk products and filled milk) are 
processed and from which there is no 
disposition of fluid milk products or fluid 
cream products other than those received 
in consumer-type packages; 

(3) In inventory at the end of the 
month of fluid milk products in bulk or 
packaged form and products specified in 
paragraph (b) (1) of this section in bulk 
form; 

(4) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are disposed of by a handler 
for animal feed; 

(5) In fluid milk products and prod¬ 
ucts specified in paragraph (b) of this 
section that are dumped by a handler if 
the market administrator is notified of 
such dumping in advance and is given the 
opportunity to verify such disposition; 

(6) In skim milk in any modified fluid 


milk product or modified product spec¬ 
ified in paragraph (b)(1) of this section 
that is in excess of the quantity of skim 
milk in such product that was included 
within the fluid milk product definition 
or classified as Class II milk, as the case 
may be; and 

(7) In shrinkage assigned pursuant to 
§ 1138.41(a) to the receipts specified in 
§ 1138.41(a) (2) and in shrinkage spec¬ 
ified in § 1138.41 (b) and (c). 

§ 1138.il Shrinkage. 

For purposes of classifying all skim 
milk and butterfat to be reported by a 
handler pursuant to § 1138.30, the mar¬ 
ket administrator shall determine the 
following: 

(a) The pro rata assignment of 
shrinkage of skim milk and butterfat. 
respectively, at each pool plant to the re¬ 
spective quantities of skim milk and 
butterfat: 

(1) In the receipts specified in para¬ 
graph (b) (1) through (6) of this section 
on which shrinkage is allowed pursuant 
to such paragraph; and 

(2) In other source milk not specified 
in paragraph (b) (1) through (6) of this 
section which was received in the form of 
a bulk fluid milk product: 

(b) The shrinkage of skim milk and 
butterfat, respectively, assigned pursu¬ 
ant to paragraph (a) of this section to 
the receipts specified in subparagraph 
(1) of such paragraph that is not in ex¬ 
cess of: 

(1) Two percent of the skim milk and 
butterfat, respectively, in producer milk 
(excluding milk diverted by the plant 
operator to another plant and milk re¬ 
ceived from a handler described in 
§ 1138.9(c)); 

(2) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in milk re¬ 
ceived from a handler described in 
§ 1138.9(c). except that if the operator of 
the plant to which the milk is delivered 
purchases the milk on the basis of 
weights determined by farm bulk tank 
calibration and butterfat tests deter¬ 
mined from farm bulk tank samples, the 
applicable percentage under this sub- 
paragraph shall be 2 percent; 

(3) Plus 0.5 percent of the skim milk 
and butterfat, respectively, in producer 
milk diverted from such plant by the 
plant operator to another plant, except 
that if the operator of the plant to which 
the milk is delivered purchases such milk 
on the basis of weights determined by 
farm bulk tank calibration and butterfat 
tests determined from farm bulk tank 
samples, the applicable percentage under 
tills subparagraph shall be zero; 

(4) Plus 1.5 percent of the skim milk 
and butterfat. respectively, in bulk fluid 
milk products received by transfer from 
other pool plants; 

(5) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 
milk products received by transfer from 
other order plants, excluding the quan¬ 
tity for which Class II or Class m classi¬ 
fication is requested by the operators of 
both plants; 

(6) Plus 1.5 percent of the skim milk 
and butterfat, respectively, in bulk fluid 


milk products received from unregulated 
supply plants, excluding the quantity for 
which Class n or Class m classification 
is requested by the handler; and 

(7) Less 1.5 percent of the skim milk 
and butterfat. respectively, in bulk milk 
transferred to other plants that is not 
in excess of the respective amounts of 
skim milk and butterfat to which per¬ 
centages are applied in subparagraphs 
(1), (2), (4), (5). and (6) of this para¬ 
graph; and 

(c) The quantity of skim milk and 
butterfat. respectively, in shrinkage of 
milk from producers for which a cooper¬ 
ative association is the handler pursuant 
to § 1138.9 (b) or (c), but not in excess 
of 0.5 percent of the skim milk and but¬ 
terfat. respectively, in such milk. If the 
operator of the plant to which the milk 
is delivered purchases such milk on the 
basis of weights determined by farm bulk 
tank calibration and butterfat tests de¬ 
termined from farm bulk tank samples, 
the applicable percentage under this par¬ 
agraph for the cooperative association 
shall be zero. 

§ 1138.42 QnsMficaiion of Irnnrfcrs and 
diversions. 

(a) Transfers to pool plants. Skim 
milk or butterfat transferred in the form 
of a fluid milk product or a bulk fluid 
cream product from a pool plant to an¬ 
other pool plant shall be classified as 
Class I milk unless the operators of both 
plants request the same classification in 
another class. In either case, the classi¬ 
fication of such transfers shall be subject 
to the following conditions: 

(1) The skim milk or butterfat classi¬ 
fied in each class shall be limited to the 
amount of skim milk and butterfat. re¬ 
spectively, remaining in such class at the 
transferee-plant after the computations 
pursuant to 5 1138.44(a) (12) and the 
corresponding step of 5 1138.44(b); 

(2) If the transferor-plant received 
during the month other source milk to be 
allocated pursuant to § 1138.44(a)(7) or 
the corresponding step of S 1138.44(b), 
the skim milk or butterfat so transferred 
shall be classified so as to allocate the 
least possible Class I utilization to such 
other source milk; and 

(3) If the transferor-handler received 
during the month other source milk to be 
allocated pursuant to § 1138.44(a) (11) 
or (12) or the corresponding steps of 
§ 1138.44(b), the skim milk or butterfat 
so transferred up to the total of the skim 
milk and butterfat, respectively, in such 
receipts of other source milk, shall not 
be classified as Class I milk to a greater 
extent than would be the case if the other 
source milk had been received at the 
transferee-pi ant. 

(b) Transfers and diversions to other 
order plants. Skim milk or butterfat 
transferred or diverted in the form of a 
fluid milk product or a bulk fluid cream 
product from a pool plant to an other 
order plant shall be classified in the 
following manner. Such classification 
shall apply only to the skim milk or 
butterfat that is in excess of any re¬ 
ceipts at the pool plant from the other 
order plant of skim milk and butterfat. 


FEDERAL REGISTER, VOL 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 






19324 


PROPOSED RULE MAKING 


respectively, in fluid milk products and 
bulk fluid cream products, respectively, 
that are in the same category as de¬ 
scribed in subparagraph (1), (2), or (3) 
of this paragraph: 

(1) If transferred as packaged fluid 
milk products, classification shall be in 
the classes to which allocated as a fluid 
milk product under the other order; 

(2) If transferred in bulk form, classi¬ 
fication shall be in the classes to which 
allocated under the other order (includ¬ 
ing allocation under the conditions set 
forth in subparagraph (3) of this para¬ 
graph) ; 

(3) If the operators of both plants so 
request in their reports of receipts and 
utilization filed with their respective 
market administrators, transfers or di¬ 
versions in bulk form shall be classified 
as Class n or Class HI milk to the extent 
of such utilization available for such 
classification pursuant to the allocation 
provisions of the other order; 

(4) If information concerning the 
classes to which such transfers or diver¬ 
sions were allocated under the other 
order is not available to the market 
administrator for the purpose of estab¬ 
lishing classification under this para¬ 
graph, classification shall be as Class I, 
subject to adjustment when such infor¬ 
mation is available; 

(5) For purposes of this paragraph, if 
the other order provides for a different 
number of classes of utilization than is 
provided for under this part, skim milk 
or butterfat allocated to a class con¬ 
sisting primarily of fluid milk products 
shall be classified as Class I milk, and 
skim milk or butterfat allocated to the 
other classes shall be classified as Class 
in milk; and 

(6) If the form in which any fluid 
milk product that is transferred to an 
other order plant is not defined as a 
fluid milk product under such other 
order, classification under this para¬ 
graph shall be in accordance with the 
provisions of § 1138.40. 

(c) Transfers to producer-handlers. 
Skim milk or butter fat transferred in 
the following forms from a pool plant to 
a producer-handler under this or any 
other Federal order shall be classified; 

(1) As Class I milk, if transferred in 
the form of a fluid milk product; and 

(2) In accordance with the utilization 
assigned to it by the market administra¬ 
tor, if transferred in the form of a bulk 
fluid cream product. For this purpose, 
the producer-handler’s utilization of 
skim milk and butterfat in each class, in 
series beginning with Class m, shall be 
assigned to the extent possible to his re¬ 
ceipts of skim milk and butterfat, respec¬ 
tively, in bulk fluid cream products, pro 
rata to each source. 

(d) Transfers and diversions to other 
nonpool plants. Skim milk or butterfat 
transferred or diverted in the following 
forms from a pool plant to a nonpool 
plant that is not an other order plant or 
a producer-handler plant shall be 
classified: 

(1) As Class I milk, if transferred in 
the form of a packaged fluid milk prod¬ 
uct; and 

(2) As Class I milk, if transferred or 


diverted in the form of a bulk fluid milk 
product or a bulk fluid cream product, 
unless the following conditions apply; 

(i) If the conditions described in (a) 
and (b) of this subdivision are met, 
transfers or diversions in bulk form shall 
be classified on the basis of the assign¬ 
ment of the nonpool plant’s utilization 
to its receipts as set forth in subdivi¬ 
sions (ii) through (viii) of this sub- 
paragraph: 

(a) The transferor-handler or diver¬ 
tor-handler claims such classification in 
his report of receipts and utilization filed 
pursuant to § 1138.30 for the month 
within which such transaction occurred; 
and 

(b) The nonpool plant operator main¬ 
tains books and records showing the 
utilization of all skim milk and butterfat 
received at such plant which are made 
available for verification purposes if re¬ 
quested by the market administrator; 

(ii) Route disposition in the market¬ 
ing area of each Federal milk order from 
the nonpool plant and transfers of pack¬ 
aged fluid milk products from such non¬ 
pool plant to plants fully regulated 
thereunder shall be assigned to the ex¬ 
tent possible in the following sequence: 

(a) Pro rata to receipts of packaged 
fluid milk products at such nonpool plant 
from pool plants; 

(b) Pro rata to any remaining unas¬ 
signed receipts of packaged fluid milk 
products at such nonpool plant from 
other order plants; 

(c) Pro rata to receipts of bulk fluid 
milk products at such nonpool plant from 
pool plants; and 

(d) Pro rata to any remaining unas¬ 
signed receipts of bulk fluid milk prod¬ 
ucts at such nonpool plant from other 
order plants; 

(iii) Any remaining Class I disposition 
of packaged fluid milk products from the 
nonpool plant shall be assigned to the 
extent possible pro rata to any remain¬ 
ing unassigned receipts of packaged fluid 
milk products at such nonpool plant 
from pool plants and other order plants; 

(iv) Transfers of bulk fluid milk prod¬ 
ucts from the nonpool plant to a plant 
fully regulated under any Federal milk 
order, to the extent that such transfers 
to the regulated plant exceed receipts of 
fluid milk products from such plant and 
are allocated to Class I at the transferee- 
plant, shall be assigned to the extent pos¬ 
sible in the following sequence: 

(a) Pro rata to receipts of fluid milk 
products at such nonpool plant from pool 
plants; and 

(b) Pro rata to any remaining unas¬ 
signed receipts of fluid milk products at 
such nonpool plant from other order 
plants; 

(v) Any remaining unassigned Class I 
disposition from the nonpool plant shall 
be assigned to the extent possible in the 
following sequence: 

(a) To such nonpool plant’s receipts 
from dairy farmers who the market ad¬ 
ministrator determines constitute regu¬ 
lar sources of Grade A milk for such non¬ 
pool plant; and 

(b) To such nonpool plant’s receipts 
of Grade A milk from plants not fully 
regulated under any Federal milk order 


which the market administrator deter¬ 
mines constitute regular sources of 
Grade A milk for such nonpool plant; 

(vi) Any remaining unassigned re¬ 
ceipts of fluid milk products at the non¬ 
pool plant from pool plants and other 
order plants shall be assigned, pro rata 
among such plants, to the extent possible 
first to any remaining Class I utilization, 
then to Class HI utilization, and then to 
Class n utilization at such nonpool plant; 

(vii) Receipts of bulk fluid cream 
products at the nonpool plant from pool 
plants and other order plants shall be 
assigned, pro rata among such plants, 
to the extent possible first to any remain¬ 
ing Class in utilization, then to any re¬ 
maining Class n utilization, and then 
to Class I utilization at such nonpool 
plant; and 

(viii) In determining the nonpool 
plant’s utilization for purposes of this 
subparagraph, any fluid milk products 
and bulk fluid cream products trans¬ 
ferred from such nonpool plant to a plant 
not fully regulated under any Federal 
milk order shall be classified on the basis 
of the second plant’s utilization using 
the same assignment priorities at the sec¬ 
ond plant that are set forth in this 
subparagraph. 

§ 1138.13 General classification rules. 

In determining the classification of 
producer milk pursuant to § 1138.44, the 
following rules shall apply: 

(a) Each month the market adminis¬ 
trator shall correct for mathematical 
and other obvious errors all reports filed 
pursuant to § 1138.30 and shall compute 
separately for each pool plant and for 
each cooperative association with respect 
to milk for which it is the handler pur¬ 
suant to § 1138.9 (b) or (c) the pounds 
of skim milk and butterfat. respectively, 
in each class in accordance with 
§§ 1138.40, 1138.41, and 1138.42; 

(b) If any of the water contained in 
the milk from which a product is made 
is removed before the product is utilized 
or disposed of by a handler, the pounds of 
skim milk in such product that are to 
be considered under this part as used or 
disposed of by the handler shall be an 
amount equivalent to the nonfat milk 
solids contained in such product plus all 
of the water originally associated with 
such solids; and 

(c) The classification of producer milk 
for which a cooperative association is the 
handler pursuant to § 1138.9 (b) or (c), 
shall be determined separately from the 
operations of any pool plant operated by 
such cooperative association. 

§ 1138.44 Classification of producer 
milk. 

For each month the market adminis¬ 
trator shall determine the classification 
of producer milk of each handler de¬ 
scribed in § 1138.9(a) for each of his pool 
plants separately and of each handler de¬ 
scribed in § 1138.9 (b) and (c) by allo¬ 
cating the handler’s receipts of skim 
milk and butterfat to his utilization as 
follows: 

(a) Skim milk shall be allocated In the 
following manner: 
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(1) Subtract from the total pounds of 
skim milk in Class HI the pounds of 
skim milk in shrinkage specified in 
5 1138.41(b); 

(2) Subtract in the following order 
from the total pounds of skim milk in 
Class I: 

(i) The pounds of skim milk in re¬ 
ceipts of packaged fluid milk products 
from an unregulated supply plant to the 
extent that an equivalent amount of 
skim milk disposed of to such plant by 
handlers fully regulated under any Fed¬ 
eral milk order is classified and priced 
as Class I milk and is not used as an 
offset for any other payment obligation 
under any order; and 

(ii) The pounds of skim milk in re¬ 
ceipts of packaged certified fluid milk 
products from a producer-handler if dis¬ 
posed of in the same form as received; 

(3) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products re¬ 
ceived in packaged form from an other 
order plant, except that to be subtracted 
pursuant t) subparagraph (7) (vi) of this 
paragraph, as follows: 

(i) From Class in milk, the lesser of 
the pounds remaining or 2 percent of 
such receipts; and 

(ii) From Class I milk, the remainder 
of such receipts; 

(4) Subtract from the pounds of skim 
milk in Class n the pounds of skim milk 
in products specified in § 1138.40(b) (1) 
that were received in packaged form 
from other plants, but not in excess of 
the pounds of skim milk remaining in 
Class H; 

(5) Except for the first month that a 
pool plant is subject to this subpara¬ 
graph, subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in products specified 
in § 1138.40(b) (1) that were in inventory 
at the beginning of the month in pack¬ 
aged form, but not in excess of the 
pounds of skim milk remaining in 
Class n; 

(6) Subtract from the remaining 
pounds of skim milk in Class n the 
pounds of skim milk in other source milk 
(except that received in the form of a 
fluid milk product or a fluid cream prod¬ 
uct) that is used to produce, or added to 
(excluding the quantity of such skim 
milk that was classified as Class in milk 
pursuant to § 1138.40(c) (6) ) f any prod¬ 
uct specified in § 1138.40(b), but not in 
excess of the pounds of skim milk re¬ 
maining in Class II; 

(7) Subtract in the order specified 
below from the pounds of skim milk re¬ 
maining in each class, in series beginning 
with Class in, the pounds of skim milk 
in each of the following: 

(i) Other source milk (except that re¬ 
ceived in the form of a fluid milk prod¬ 
uct) and packaged inventory at the be¬ 
ginning of the month of products speci¬ 
fied in § 1138.40(b) (1) that were not sub¬ 
tracted pursuant to subparagraphs (4), 
(5), and (6), of this paragraph; 

(ii) Receipts of fluid milk products 
(except filled milk) for which Grade A 
certification is not established; 


(iii) Receipts of fluid milk products 
from unidentified sources; 

(iv) Receipts of fluid milk products 
from a producer-handler as defined 
under this or any other Federal milk 
order that were not subtracted pursuant 
to subparagraph (2) (ii) of this para¬ 
graph; 

(v) Receipts of reconstituted skim 
milk in filled milk from an unregulated 
supply plant that were not subtracted 
pursuant to subparagraph (2) of this 
paragraph; and 

(vi) Receipts of reconstituted skim 
milk in filled milk from an other order 
plant that is regulated under any Fed¬ 
eral milk order providing for individual - 
handler pooling, to the extent that re¬ 
constituted skim milk is allocated to 
Class I at the transferor-plant; 

(8) Subtract in the order specified be¬ 
low from the pounds of skim milk re¬ 
maining in Class II and Class III, in se¬ 
quence beginning with Class III: 

(i) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not sub¬ 
tracted pursuant to subparagraphs (2) 
and (7) (v) of this paragraph for which 
the handler requests a classification 
other than Class I, but not in excess of 
the pounds of skim milk remaining in 
Class n and Class III combined; 

(ii) The pounds of skim milk in re¬ 
ceipts of fluid milk products from an un¬ 
regulated supply plant that were not 
subtracted pursuant to subparagraphs 
(2). (7) (v), and (8)(i), of this para¬ 
graph which are in excess of the pounds 
of skim milk determined pursuant to 

(a) through (c) of this subdivision. 
Should the pounds of skim milk to 
be subtracted from Class H and Class ni 
combined exceed the pounds of skim milk 
remaining in such classes, the pounds of 
skim milk in Class H and Class in shall 
be increased (increasing Class HI first 
to the extent permitted by the handler’s 
total Class in utilization at his other 
pool plants) by an amount equal to such 
quantity to be subtracted and the 
pounds of skim milk in Class I shall be 
decreased by a like amount. In such case, 
the pounds of skim milk remaining in 
each class at this allocation step at other 
pool plants of the handler shall be ad¬ 
justed to the extent possible in the re¬ 
verse direction by a like amount. Such 
adjustment shall be made at the other 
plants in sequence beginning with the 
plant having the least minus location 
adjustment: 

(a) Multiply by 1.25 the sum of the 
pounds of skim milk remaining in Class I 
at this allocation step at all pool plants 
of the handler; 

(b) Subtract from the above result 
the sum of the pounds of skim milk in 
receipts at all pool plants of the handler 
of producer milk, fluid milk products 
from pool plants of other handlers, and 
bulk fluid milk products from other 
order plants that were not subtracted 
pursuant to subparagraph (7) (vi) of 
this paragraph; and 

(c) Multiply any plus quantity result¬ 
ing above by the percentage that the re¬ 


ceipts of skim milk in fluid milk products 
from unregulated supply plants that re¬ 
main at this pool plant is of all such 
receipts remaining at this allocation step 
at all pool plants of the handler: and 

(iii) The pounds of skim milk in re¬ 
ceipts of bulk fluid milk p r oducts from 
an other order plant that are in excess of 
bulk fluid milk products transferred or 
diverted to such plant and that were not 
subtracted pursuant to subparagraph 

(7) (vi) of this paragraph, if Class n or 
Class HI classification is requested by the 
operator of the other order plant and the 
handler, but not in excess of the pounds 
of skim milk remaining in Class U and 
Class ni combined; 

(9) Subtract from the pounds of skim 
milk remaining in each class, in series 
beginning with Class HI, the pounds of 
skim milk in fluid milk products and 
products specified in § 1138.40(b)(1) In 
inventory at the beginning of the month 
that were not subtracted pursuant to 
subparagraph (5) of this paragraph; 

(10) Add to the remaining pounds of 
skim milk in Class in the pounds of skim 
milk subtracted pursuant to subpara¬ 
graph (1) of this paragraph; 

(11) Subject to the provisions of sub¬ 
division (i) of this subparagraph, sub¬ 
tract from the pounds of skim milk re¬ 
maining in each class at the plant, pro 
rata to the total pounds of skim milk re¬ 
maining in Class I and In Class n and 
Class ni combined at this allocation step 
at all pool plants of the handler, with the 
quantity prorated to Class H and Class 
ni combined being subtracted first from 
Class m and then from Class n, the 
pounds of skim milk in receipts of fluid 
milk products from an unregulated sup¬ 
ply plant that were not subtracted pur¬ 
suant to subparagraphs 2). (7)(v), and 

(8) (i) and (ii) of this paragraph and 
that were not offset by transfers or di¬ 
versions of fluid milk products to the 
same unregulated supply plant from 
which fluid milk products to be allocated 
at this step were received; 

(i) Should the pounds of skim milk 
to be subtracted from any class pur¬ 
suant to this subparagraph exceed the 
pounds of skim milk remaining in such 
class, the pounds of skim milk in such 
class shall be increased by an amount 
equal to such quantity to be subtracted 
and the pounds of skim milk in the other 
classes (beginning with the higher-priced 
class) shall be decreased by a like 
amount. In such case, the pounds of skim 
milk remaining in each class at this al¬ 
location step at other pool plants of the 
handler shall be adjusted to the extent 
possible in the reverse direction by a like 
amount. Such adjustment shall be made 
at the other plants in sequence begin¬ 
ning with the plant having the least 
minus location adjustment; 

(12) Subtract in the manner specified 
below from the pounds of skim milk re¬ 
maining in each class the pounds of skim 
milk in receipts of bulk fluid milk prod¬ 
ucts from an other order plant that are 
in excess of bulk fluid milk products 
transferred or diverted to such plant and 
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that were not subtracted pursuant to 
subparagraphs (7) (vi) and (8) (til) of 
this paragraph: 

(i) Subject to the provisions of sub¬ 
divisions <ii) and (iii) of this subpara¬ 
graph, such subtraction shall be pro rata 
to the pounds of skim milk in Class I and 
in Class n and Class in combined, with 
the quantity prorated to Class n and 
Class ni combined being subtracted first 
from Class III and then from Class II, 
with respect to whichever of the follow¬ 
ing quantities represents the lower pro¬ 
portion of Class I milk: 

(a) The estimated utilization of skim 
milk of all handlers in each class as an¬ 
nounced for the month pursuant to 
§ 1138.45(a); or 

<b> The total pounds of skim milk 
remaining in each class at this alloca¬ 
tion step at all pool plants of the handler; 

(ii) Should the proration pursuant to 
subdivision (1) of this subparagraph re¬ 
sult In the total pounds of skim milk at 
all pool plants of the handler that are to 
be subtracted at this allocation step from 
Class n and Class HI combined exceeding 
the pounds of skim milk remaining in 
Class II and Class III at all such plants, 
the pounds of such excess shall be sub¬ 
tracted from the pounds of skim milk re¬ 
maining in Class I after such proration 
at the pool plants at wliich such other 
source milk was received; and 

(iii) Except as provided in subdivision 
(ii) of this subparagraph, should the 
computations pursuant to either sub¬ 
division (i) or (ii) of this subparagraph 
result in a quantity of skim milk to be 
subtracted from any class that exceeds 
the pounds of skim milk remaining in 
such class, the pounds of skim milk in 
such class shall be increased by an 
amount equal to such quantity to be sub¬ 
tracted and the pounds of skim milk in 
the other classes (beginning with the 
higher-priced class) shall be decreased 
by a like amount. In such case, the 
pounds of skim milk remaining in each 
class at this allocation step at other pool 
plants of the handler shall be adjusted 
to the extent possible in the reverse di¬ 
rection by a like amount. Such adjust¬ 
ment shall be made at the other plants in 
sequence beginning with the plant hav¬ 
ing the least minus location adjustment; 

(13) Subtract from the pounds of skim 
milk remaining in each class the pounds 
of skim milk in fluid milk products and 
bulk fluid cream products from another 
pool plant according to the classification 
of such products pursuant to § 1138.42 

(a); and 

(14) If the total pounds of skim milk 
remaining in all classes exceed the 
pounds of skim milk in producer milk, 
subtract such excess from the pounds 
of skim milk remaining in each class in 
series beginning with Class HE. Any 
amount so subtracted shall be known as 
“overage”; 

(b) Butterfat shall be allocated in ac¬ 
cordance with the procedure outlined for 
skim milk in paragraph (a) of this sec¬ 
tion; and 

(c) The quantity of producer milk in 
each class shall be the combined pounds 
of skim milk and butterfat remaining 
in each class after the computations pur¬ 
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suant to paragraph (a) (14) of this sec¬ 
tion and the corresponding step of para¬ 
graph <b) of this section. 

g 1138.45 Market adminiMralor’s re¬ 
ports and announcements concerning 
classification. 

The market administrator shall make 
the following reports and announcements 
concerning classification: 

(a) Whenever required for the purpose 
of allocating receipts from other order 
plants pursuant to § 1138.44(a) (12) and 
the corresponding step of § 1138.44(b), 
estimate and publicly announce the uti¬ 
lization (to the nearest whole percent¬ 
age) in each class during the month of 
skim milk and butterfat, respectively, in 
producer milk of all handlers. Such esti¬ 
mate shall be based upon the most cur¬ 
rent available data and shall be final for 
such purpose. 

(b) Report to the market adminis¬ 
trator of the other order, as soon as pos¬ 
sible after the report of receipts and 
utilization for the month is received from 
a handler who has received fluid milk 
products or bulk fluid cream products 
from an other order plant, the class to 
which such receipts are allocated pur¬ 
suant to § 1138.44 on the basis of such 
report, and,' thereafter, any change in 
such allocation required to correct errors 
disclosed in the verification of such 
report. 

(c) Furnish to each handler operat¬ 
ing a pool plant who has shipped fluid 
milk products or bulk fluid cream prod¬ 
ucts to an other order plant the class to 
which such shipments were allocated by 
the market administrator of the other 
order on the basis of the market admin¬ 
istrator of the other order on the basis 
of the report by the receiving handler, 
and, as necessary, any changes in such 
allocation arising from the verification 
of such report. 

(d) On or before the 13th day after 
the end of each month, report to each 
cooperative association which so requests 
the amount and class utilization of pro¬ 
ducer milk delivered by members of such 
cooperative association to each handler 
receiving such milk. For the purpose 
of this report the milk so received shall 
be prorated to each class in accordance 
with the total utilization of producer milk 
by such handler. 

Class Prices 
§11 38.50 Class prices. 

Subject to the provisions of § 1138.52, 
the class prices for the month per hun¬ 
dredweight of milk containing 3.5 percent 
butterfat shall be as follows; 

(a) Class I price . The Class I price 
shall be the basic formula price for the 
second preceding month plus $2.35. 

(b) Class II price. The Class n price 
shall be the basic formula price for the 
month plus 20 cents. 

(c) Class III price. The Class III price 
shall be the basic formula price for the 
month. 

§ 1138.51 Basic formula price. 

The “basic formula price” shall be the 
average price per hundredweight for 
manufacturing grade milk, f.o.b. plants 


in Minnesota and Wisconsin, as reported 
by the Department for the month, ad¬ 
justed to a 3.5 percent butterfat basis 
and rounded to the nearest cent. For 
such adjustment, the butterfat differ¬ 
ential (rounded to the nearest one-tenth 
cent) per one-tenth percent butterfat 
shall be 0.12 times the simple average of 
the wholesale selling prices (using the 
midpoint of any price range as one price) 
of Grade A (92 score) bulk butter per 
pound at Chicago, as reported by the De¬ 
partment for the month. For the pur¬ 
pose of computing the Class I price, the 
resulting price shall be not less than 
$4.33. 

§ 1138.52 Plant location adjustment* 
for handlers. 

(a) For milk received from producers 
at a pool plant in Zone 1 (comprising the 
counties of Bernalillo, Dona Ana, Grant. 
Guadalupe, Harding, Lincoln, Los Ala¬ 
mos, Luna, McKinley, Mora, Otero, Rio 
Arriba, Sandoval, San Miguel, Santa Fe, 
Sierra, Socorro, Taos, Torrance, and 
Valencia, all in the State of New Mexico, 
and El Paso, Tex.), wliich is classified as 
Class I milk, the Class I price shall be the 
price computed pursuant to § 1138.50(a). 

(b) For milk received from producers 
at a pool plant in Zone II (comprising 
the counties of Archuleta, La Plata, and 
Montezuma. Colorado, and San Juan, N. 
Mex.), and in Zone m (comprising the 
counties of Eddy, Chaves, Curry, De 
Baca, Lea, Quay, and Roosevelt, N. Mex.), 
which is classified as Class I mink or 
assigned Class I location adjustment 
credit pursuant to paragraph (d) of 
this section, the Class I price shall be 
the price computed pursuant to § 1138.50 
(a) minus 15 cents. 

(c) For milk received from producers 
at a pool plant located outside the mar¬ 
keting area and more than 100 miles by 
the shortest highway distance, as deter¬ 
mined by the market administrator, from 
the nearest of the county courthouses in 
Bernalillo or Santa Fe Counties, N. Mex., 
or El Paso, Tex., and which is classified 
as Class I milk or assigned Class I loca¬ 
tion adjustment credit pursuant to para¬ 
graph (c) of this section, the price com¬ 
puted pursuant to 5 1138.50(a) shall be 
reduced by 15 cents and by an addi¬ 
tional cent for each 10 miles or fraction 
thereof, that such distance calculated 
from the Bernalillo. Santa Fe, or El Paso 
County Courthouse, whichever is nearer, 
exceeds 110 miles. 

(d) For purposes of calculating such 
adjustment, bulk transfers of fluid milk 
products between pool plants shall be 
assigned Class I disposition at the trans¬ 
feree-plant, in excess of the sum of re¬ 
ceipts at such plant from producers and 
the pounds assigned as Class I to receipts 
from other order plants and unregulated 
supply plants. Such assignment is to be 
made first to transferor-plants at which 
no location adjustment credit is appli¬ 
cable and then in sequence beginning 
w T ith the plant at which the least location 
adjustment would apply. 

(e) The Class I price applicable to 
other source milk shall be adjusted at 
the rates set forth in paragraphs (b) 
and (c) of this section, except that the 
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adjusted Class I price shall not be less 
than the Class III price. 

§ 1138.33 Announcement of class prices. 

The market administrator shall an¬ 
nounce publicly on or before the fifth day 
of each month the Class I price for the 
following month and the Class II and 
Class IU prices for the preceding month. 

§ 1138.54 Equivalent price. 

If for any reason a price or pricing 
constituent required by this part for com¬ 
puting class prices or for other purposes 
is not available as prescribed in this part, 
the market administrator shall use a 
price or pricing constituent determined 
by the Secretary to be equivalent to the 
price or pricing constituent that is 
required. 

Uniform Price 

§ 1138.60 Handler's value of milk for 
computing uniform price. 

For the purpose of computing the uni¬ 
form price, the market administrator 
shall determine for each month the value 
of milk of each handler with respect to 
each of his pool plants and of each han¬ 
dler described in § 1138.9 (b) and (c) as 
follows: 

(a) Multiply the pounds of producer 
milk in each class as determined pursu¬ 
ant to § 1138.44 by the applicable class 
prices and add the resulting amounts: 

(b) Add the amounts obtained from 
multiplying the pounds of overage sub¬ 
tracted from each class pursuant to 
§ 1138.44(a) (14) and the corresponding 
step of § 1138.44(b) by the respective 
class prices, as adjusted by the butter- 
fat differential specified in § 1138.74, that 
are applicable at the location of the pool 
plant; 

(c) Add the amount obtained from 
multiplying the difference between the 
Class III price for the preceding month 
and the Class I price applicable at the 
location of the pool plant or the Class II 
price, as the case may be. for the current 
month by the hundredweight of skim 
milk and butterfat subtracted from Class 
I and Class II pursuant to § 1138.44(a) 
(9) and the corresponding step of § 1138.- 
44(b); 

(d) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location of 
the pool plant and the Class m price by 
the hundredweight of skim milk and 
butterfat subtracted from Class I pur¬ 
suant to § 1138.44(a) (7) (i) through (iv) 
and the corresponding step of § 1138.44 

(b), excluding receipts of bulk fluid 
cream products from an other order 
plant; 

(e) Add the amount obtained from 
multiplying the difference between the 
Class I price applicable at the location 
of the transferor-plant and the Class III 
price by the hundredweight of skim 
milk and butterfat subtracted from Class 
I pursuant to § 1138.44(a) (7) (v) and 
(vi) and the corresponding step of 
§ 1138.44(b); and 

(f) Add the amount obtained from 
multiplying the Class I price applicable 
at the location of the nearest unregu¬ 
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lated supply plants from which an 
equivalent volume was received by the 
pounds of skim milk and butterfat sub¬ 
tracted from Class I pursuant to 8 1138.- 
44(a) (11) and the corresponding step of 
5 1138.44(b), excluding such skim milk 
and butterfat in receipts of bulk fluid 
milk products from an unregulated sup¬ 
ply plant to the extent that an equivalent 
amount of skim milk or butterfat dis¬ 
posed of to such plant by handlers fully 
regulated under any Federal milk order 
is classified and priced as Class I milk 
and is not used as an offset for any other 
payment obligation under any order. 

§1138.61 Computation of uniform 
price. 

For each month the market admin¬ 
istrator shall compute the uniform price 
per hundredweight for milk of 3.5 per¬ 
cent butterfat content received from 
producers as follows: 

(a) Combine into one total the values 
computed pursuant to § 1138.60 for all 
handlers who filed the reports pre¬ 
scribed by § 1138.30 for the month and 
who made the payments pursuant to 
§5 1138.71 and 1138.73 for the preced¬ 
ing month; 

(b) Add an amount equal to the sum of 
the deductions for location adjustments 
computed pursuant to § 1138.75; 

(c) Add an amount equal to not less 
than one-half of the unobligated balance 
in the producer-settlement fund; 

(d) Divide the resulting amount by the 
sum of the following for all handlers in¬ 
cluded in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
8 1138.60(f); and 

(e) Subtract not less than 4 cents 
nor more than 5 cents per hundred¬ 
weight. The result shall be the “uni¬ 
form price’' for milk received from 
producers. 

§ 1138.62 Announcement of uniform 
price and butterfat differential. 

The market administrator shall an¬ 
nounce publicly on or before: 

(a) The fifth day after the end of each 
month the butterfat differential for such 
month; and 

(b) The 12th day after the end of each 
month the uniform price for such month. 

Payments for Milk 
§ 1138.70 Producer-settlement fund. 

The market administrator shall estab¬ 
lish and maintain a separate fund known 
as the “producer-settlement fund" into 
which he shall deposit all payments made 
by handlers pursuant to 8§ 1138.71, 
1138.76 and 1138.77 and from which he 
shall make all payments pursuant to 
§§ 1138.72 and 1138.77: Provided , That 
any payments due any handler shall be 
offset by any payments due from such 
handler. 

§ 1138.71 Payments to the producer- 
settlement fund. 

(a) On or before the 13th day after 
the end of the month, each handler shall 
pay to the market administrator the 
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amount. If any, by which the amount 
specified in subparagraph (1) of this 
paragraph exceeds the amount specified 
in subparagraph (2) of this paragraph: 

(1) The total value of milk of the 
handler for such month as determined 
pursuant to § 1138.60. 

(2) The sum of: 

(i) The value at the uniform price, as 
adjusted pursuant to 5 1138.75, of such 
handler's receipts of producer milk; and 

(ii) The value at the uniform price 
applicable at the location of the plant 
from which received of other source milk 
for which a value is computed pursuant 
to 5 1138.60(f). 

(b) On or before the 25th day after 
the end of the month each person who 
operated an other order plant that was 
regulated during such month under an 
order providing for individual-handler 
pooling shall pay to the market adminis¬ 
trator an amount computed as follows: 

(1) Determine the quantity of recon¬ 
stituted skim milk in filled milk in route 
disposition from such plant in the mar¬ 
keting area which was allocated to Class 
I at such plant. If there is such route 
disposition from such plant in market¬ 
ing areas regulated by two or more mar¬ 
ketwide pool orders, the reconstituted 
skim milk allocated to Class I shall be 
prorated to each order according to such 
route disposition in each marketing area; 
and 

(2) Compute the value of the reconsti¬ 
tuted skim milk assigned in subpara¬ 
graph (X) of tills paragraph to route dis¬ 
position in this marketing area by multi¬ 
plying the quantity of such skim milk by 
the difference between the Class I price 
under this part that is applicable at the 
location of the other order plant (but not 
to be less than the Class III price) and 
the Class III price. 

§ 1138.72 Payments from ilie producer- 
settlement fund. 

On or before the 14th day after the 
end of each month the market adminis¬ 
trator shall pay to each handler the 
amount, if any. by which the amount 
computed pursuant to 5 1138.71(a)(2) 
exceeds the amount computed pursuant 
to § 1138.71(a)(1). If at such time the 
balance in the producer-settlement fund 
is insufficient to make all payments 
pursuant to this section, the market ad¬ 
ministrator shall reduce uniformly such 
payments and shall complete such pay¬ 
ments as soon as the funds are available. 

§ 1138.73 Payments lo producers and lo 
cooperative nsHociation*. 

Except as provided in paragraphs (c) 
and (e) of this section, each handler, 
except a cooperative association, shall 
make payment to each producer from 
whom milk is received as specified in 
paragraphs (a) and (b) of this section: 

(a) On or before the last day of the 
month, to each producer who had not 
discontinued shipping milk to such 
handler before the 28th day of the 
month, a partial payment equal to the 
uniform price for the preceding month 
multiplied by the hundred'weight of milk 
delivered during the first 15 days of the 
current month less authorized deduc¬ 
tions. 
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(b) On or before the 16th day after 
the end of each month, for milk received 
during such month, an amount computed 
at not less than the uniform price per 
hundredweight pursuant to § 1138.61, as 
adjusted pursuant to §§ 1138.74 and 
1138.75. plus or minus adjustments for 
errors made in previous payments to such 
producers and less <1) payments made 
pursuant to paragraph (a) of this sec¬ 
tion, (2) deductions for marketing serv¬ 
ices pursuant to § 1138.86 and (3) proper 
deductions authorized in wilting by such 
producer: Provided, That if by such date 
such handler has not received full pay¬ 
ment for such delivery period pursuant 
to § 1138.72 he may reduce his total pay¬ 
ment to all producers uniformly by not 
more than the amount of reduction in 
payment from the market administrator; 
the handler shall, however, complete 
such payments not later than the date 
for making such payments pursuant to 
this paragraph next following receipt of 
the balance from the market adminis¬ 
trator. 

(c) (1) Upon receipt of a written re¬ 
quest from a cooperative association 
which the market administrator deter¬ 
mines is authorized by its members to 
collect payment for their milk and re¬ 
ceipt of a written promise to reimburse 
the handler the amount of any actual 
loss incurred by him because of any 
improper claim on the part of the co¬ 
operative association each handler shall 
pay to the cooperative association on or 
before the second day prior to the date 
of payment to producers in lieu of pay¬ 
ments pursuant to paragraphs (a) and 
(b), respectively, of this section an 
amount equal to the sum of the individ¬ 
ual payments otherwise payable to such 
producers. The foregoing payment shall 
be made with respect to milk of each pro¬ 
ducer whom the cooperative association 
certifies is a member effective on and 
after the first day of the calendar month 
next following receipt of such certifica¬ 
tion through the last day of the month 
next preceding receipt of notice from the 
cooperative association of a termination 
of membership or until the original re¬ 
quest is rescinded in writing by the co¬ 
operative association. 

(2) A copy of each such request, prom¬ 
ise to reimburse and certified list of 
members shall be filed simultaneously 
with the market administrator by the 
cooperative association and shall be sub¬ 
ject to verification at his discretion, 
through audit of the records of the co¬ 
operative association pertaining thereto. 
Exceptions, if any, to the accuracy of 
such certification by a producer claimed 
to be a member, or by a handler, shall 
be made by written notice to the market 
administrator and shall be subject to his 
determination. 

(d) In making payments to producers 
pursuant to paragraphs (b) and (c) of 
this section, each handler shall furnish 
each producer or cooperative association 
from whom he has received milk with 
a supporting statement which shall show 
for each month: 

(1) The month and the Identity of the 
handler and of the producer; 


(2) The total pounds and the average 
butterfat content of milk received from 
such producer; 

(3) The minimum rate or rates at 
which payment to such producer 1s re¬ 
quired pursuant to this order; 

(4) The rate which is used in making 
the payment if such rate is other than 
the applicable minimum rate; 

(5) The amount or the rate per hun¬ 
dredweight and nature of each deduction 
claimed by the handler; and 

(6) The net amount of payment to 
such producer. 

(e) Each handler who receives milk 
from a handler described in § 1138.9(c), 
shall, on or before the second day prior 
to the date payments are due individual 
producer, pay such cooperative associa¬ 
tion for such milk as follows: 

(1) A partial payment in the amount 
specified in paragraph (a) of this sec¬ 
tion; and 

(2) In making final settlement, the 
value of such milk at the applicable uni¬ 
form price as adjusted pursuant to 
§§ 1138.74 and 1138.75, less the amount of 
partial payment made on such milk. 

(f) Each handler who receives milk 
from producers for which payment is to 
be made to a cooperative association pur¬ 
suant to paragraph (c) of this section 
shall report on or before the eighth day 
after the end of the month to such coop¬ 
erative association with respect to each 
such producer, on forms approved by the 
market administrator, as follows: 

(a) The days of delivery, the total 
pounds of milk, and the average butter- 
fat test of milk received from such pro¬ 
ducer during the month; 

(b) The amount or rate and nature of 
any deductions; and 

(c) The amount of any payments due 
such producer pursuant to § 1138.77. 

§1138.74 Butterfat difTereulial. 

For milk containing more or less than 
3.5 percent butterfat, the uniform price 
shall be increased or decreased, respec¬ 
tively, for each one-tenth percent butter¬ 
fat variation from 3.5 percent by a but¬ 
terfat differential, rounded to the near¬ 
est one-tenth cent, which shall be 0.115 
times the simple average of the whole¬ 
sale selling prices (using the midpoint 
of any price range as one price) of Grade 
A (92 score) bulk butter per pound at 
Chicago, as reported by the Department 
for the month. 

§ 1138.75 Flant location adjustments 
for producers and on nonpool milk. 

(a) For producer milk received at pool 
plants located in Zones n and m or at 
pool plants located outside the marketing 
area and more than 100 miles, as deter¬ 
mined by the market administrator, from 
the nearest of the county courthouses in 
El Paso County, Tex., or Bernalillo, or 
Santa Fe Comities, N. Mex., there shall 
be deducted an adjustment for each such 
plant for all milk at the rates specified 
pursuant to § 1138.52. 

(b) For purposes of computations 
pursuant to §§ 1138.71 and 1138.72, the 
uniform price shall be adjusted at the 
rates set forth in § 1138.52 applicable at 
the location of the nonpool plant from 


which the milk was received (but not 
to be less than the Class HI price). 

§ 1138.76 Payments by handler operat¬ 
ing a partially regulated distributing 
plant. 

Each handler who operates a partially 
regulated distributing plant shall pay 
on or before the 25th day after the end 
of the month to the market administra¬ 
tor for the producer-settlement fund 
the amount computed pursuant to para¬ 
graph (a) of this section. If the handler 
submits pursuant to §§ 1138.30(b) and 
1138.31(b) the information necessary for 
making the computations, such handler 
may elect to pay in lieu of such payment 
the amount computed pursuant to para¬ 
graph (b) of this section; 

(a) The payment under this para¬ 
graph shall be the amount resulting 
from the following computations: 

(1) Determine the pounds of route 
disposition in the marketing area from 
the partially regulated distributing 
plant; 

(2) Subtract the pounds of fluid milk 
products received at the partially regu¬ 
lated distributing plant; 

(i) As Class I milk from pool plants 
and other order plants, except that sub¬ 
tracted under a similar provision of 
another Federal milk order; and 

(ii) From another nonpool plant that 
is not an other order plant to the extent 
that an equivalent amount of fluid milk 
products disposed of to such nonpool 
plant by handlers fully regulated under 
any Federal milk order is classified and 
priced as Class I milk and is not used 
as an offset for any other payment obli¬ 
gation under any order; 

(3) Subtract the pounds of reconsti¬ 
tuted skim milk in route disposition in 
the marketing area from the partially 
regulated distributing plant; 

(4) Multiply the remaining pounds by 
the difference between the Class I price 
and the uniform price, both prices to be 
applicable at the location of the partially 
regulated distributing plant (but not to 
be less than the Class m price); and 

(5) Add the amount obtained from 
multiplying the pounds of reconstituted 
skim milk specified in subparagraph (3 > 
of this paragraph by the difference be¬ 
tween the Class I price applicable at the 
location of the partially regulated dis¬ 
tributing plant (but not to be less than 
the Class in price) and the Class in 
price. 

(b) The payment under this para¬ 
graph shall be the amount resulting from 
the following computations; 

(1) Determine the value that would 
have been computed pursuant to 
§ 1138.60 for the partially regulated dis¬ 
tributing plant if the plant had been a 
pool plant, subject to the following 
modifications: 

(1) Fluid milk products and bulk fluid 
cream products received at the partially 
regulated distributing plant from a pool 
plant or an other order plant shall be 
allocated at the partially regulated dis¬ 
tributing plant to the same class in which 
6uch products were classified at the fully 
regulated plant; 


FEDERAL REGISTER, VOL 37, NO. 182—TUESDAY, SEPTEMBER 19, 1972 






(ii) Fluid milk products and bulk fluid 
cream products transferred from the 
partially regulated distributing plant to 
a pool plant or an other order plant shall 
be classified at the partially regulated 
distributing plant in the class to which 
allocated at the fully regulated plant. 
Such transfers shall be allocated to the 
extent possible to those receipts at the 
partially regulated distributing plant 
from pool plants and other order plants 
that are classified in the corresponding 
class pursuant to subdivision (i) of this 
subparagraph. Any such transfers re¬ 
maining after the above allocation which 
are classified in Class I and for which a 
value is computed for the handler 
operating the partially regulated dis¬ 
tributing plant pursuant to § 1138.60 
shall be priced at the uniform price (or 
at the weighted average price if such is 
provided) of the respective order regu¬ 
lating the handling of milk at the trans¬ 
feree plant, with such uniform price ad¬ 
justed to the location of the nonpool 
plant (but not to be less than the lowest 
class price of the respective order), ex¬ 
cept that transfers of reconstituted skim 
milk in filled milk shall be priced at the 
lowest class price of the respective order; 
and 

(iii) If the operator of the partially 
regulated distributing plant so requests, 
the value of milk determined pursuant to 
§ 1138.60 for such handler shall include, 
in lieu of the value of other source milk 
specified in § 1138.60(f) less the value of 
such other source milk specified in 
51138.71(a) (2) (ii), a value of milk de¬ 
termined pursuant to § 1138.60 for each 
nonpool plant that is not an other order 
plant which serves as a supply plant for 
such partially regulated distributing 
plant by making shipments to the par¬ 
tially regulated distributing plant during 
the month equivalent to the require¬ 
ments of § 1138.7(b) subject to the 
following conditions: 

(a) The operator of the partially reg¬ 
ulated distributing plant submits with 
his reports filed pursuant to §§ 1138.30(b) 
and 1138.31(b) similar reports for each 
such nonpool supply plant; 

(b) The operator of such nonpool 
supply plant maintains books and rec¬ 
ords showing the utilization of all skim 
milk and butterfat received at such plant 
which are made available if requested by 
the market administrator for verification 
purposes; and 

(c) The value of milk determined pur¬ 
suant to § 1138.60 for such nonpool 
supply plant shall be determined in the 
same manner prescribed for computing 
the obligation of such partially regulated 
distributing plant; and 
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(2) From the partially regulated dis¬ 
tributing plant’s value of milk computed 
pursuant to subparagraph (1) of this 
paragraph, subtract: 

(i) The gross payments by the oper¬ 
ator of such partially regulated distribut¬ 
ing plant for milk received at the plant 
during the month that would have been 
producer milk if the plant had been fully 
regulated; 

(ii) If subparagraph (1) (ill) of this 
paragraph applies, the gross payments by 
the operator of such nonpool supply plant 
for milk received at the plant during the 
month that would have been producer 
milk if the plant had been fully regu¬ 
lated; and 

(iii) The payments by the operator of 
the partially regulated distributing plant 
to the producer-settlement fund of an¬ 
other order under which such plant is 
also a partially regulated distributing 
plant and like payments by the operator 
of the nonpool supply plant if subpara¬ 
graph (1) (iii) of this paragraph applies. 

§ 1138.77 Adjustment of accounts. 

Whenever audit by the market admin¬ 
istrator of any handler’s reports, books, 
records, or accounts or other verification 
discloses errors resulting in moneys due 
a producer or the market administrator 
from such handler or due such handler 
from the market administrator, the mar¬ 
ket administrator shall promptly notify 
such handler of any amount so due and 
payment thereof shall be made on or 
before the next date for making pay¬ 
ments as set forth in the provisions 
under which such error occurred. When¬ 
ever such audit discloses errors resulting 
in moneys due such handler from the 
market administrator, payment shall be 
made on or before the next date for 
making payments as set forth in the 
provisions under which such error 
occurred. 

Administrative Assessment and 
Marketing Service Deduction 

§ 1138.85 Assessment for order admin¬ 
istration. 

As his pro rata share of the expense 
of administration of the order, each han¬ 
dler shall pay to the market administra¬ 
tor on or before the 16th day after the 
end of the month 5 cents per hundred¬ 
weight, or such lesser amount as the Sec¬ 
retary may prescribe, with respect to 
the milk described in paragraphs (a), 
(b). and (c) of this section. If a handler 
elects pursuant to § 1138.19 to use two 
accounting periods in any month, the ap¬ 
plicable rate of assessment for such han¬ 
dler shall be the rate set forth above 
multiplied by two or such lesser rate as 
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the Secretary may determine is demon¬ 
strated as appropriate in terms of the 
particular cost of administering the ad¬ 
ditional accounting period: 

(a) Producer milk including such 
handler’s own production; 

(b> Other source milk allocated to 
Class I pursuant to § 1138.44(a) (7) and 
(11) and the corresponding steps of 
8 1138.44(b), except such other source 
milk that is excluded from the computa¬ 
tions pursuant to § 1138.60 (d) and (f>; 
and 

(c) Route disposition in the marketing 
area from a partially regulated distrib¬ 
uting plant that exceeds the skim milk 
and butterfat subtracted pursuant to 
§ 1138.76(a) (2). 

§ 1138.86 Deduction for marketing. 

(a) Except as set forth in paragraph 
(b) of this section, each handler in mak¬ 
ing payments to producers other than 
himself for milk pursuant to § 1138.73, 
shall deduct 6 cents per hundredweight, 
or such lesser amount as may be pre¬ 
scribed by the Secretary, and shall pay 
such deductions to the market adminis¬ 
trator on or before the 16th day after the 
end of the month. Such money shall be 
used by the market administrator to pro¬ 
vide market information and to check 
the accuracy of the testing and weighing 
of milk for producers who are not re¬ 
ceiving such services from a cooperative 
association. 

(b) In the case of producers who are 
members of a cooperative association 
which the Secretary has determined is 
actually performing the services set 
forth in paragraph (a) of this section, 
each handler shall make, in lieu of the 
deduction specified in paragraph (a) of 
this section, such deductions from the 
payments to be made to producers as 
may be authorized by the membership 
agreement or marketing contract be¬ 
tween the cooperative association and 
its members, and on or before the 16th 
day after the end of each month, the 
handler shall pay the aggregate amount 
of such deductions to the cooperative as¬ 
sociation, furnishing a statement show¬ 
ing the amount of the deduction and the 
quantity of milk on which the deduction 
was computed from each producer. 

Signed at Washington, D.C., on Au¬ 
gust 28. 1972. 

John C. Blum, 

Deputy Administrator , 
Regulatory Programs . 

(FR Doc.72-14990 Filed 9-I8-72;8:45 amj 
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